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ABSTRACT 

Tests of reading skills were administered to first-grade children 
using the Second-Year Conmunication Skills Program. These data are 
reported in this paper. 
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EVALUATION OF THE SECOND-YEAR CO^^MUNICATION SKILLS PROGRAM 

The Second-Year Coiranunication Skills Program (SYCSP) consists of 
instructional materials and procedures designed to improve the reading 
skills of first-grade children. A descript^ion of the program objectives 
and materials can be found in 'other Laboratory documents (Flores and 
Niedermeyer, 1970; Labeaune and Sullivan, 1969). Data collected 
during the 1970-1971 tryout of the SYCSP are reported in this paper. 

PROCEDURES 

Tryout Population 

The reading achievement of students was measured in ten classrooms 
using the SYCSP. These classrooms were located in two Southern 
California, urban school districts. In one district, sixteen children 
in each class were randomly selected for testing. Eight children per 
class were tesired in the second district. ^ 
Student Tests 

The Second-Year^Program Test, used to judge effectiveness of the 
program, was administered to a random sample of children in each of 
the selected classes. This test measures performance on program words, 
word elements and word-attack skills. The word-attack evaluation is 
divided into two sets of items --words practiced in the program and 
words not'^seen or practiced in the program but composed of the word 
elements which were taught. All of the 56 items are of the constructed- 
response type and one item in each of the above listed categories 
corresponds to each program unit. The record form for the test is 
contained^in the appendix. This test was individually administered 
by Laboratory staff at the end of the 1970-1971 school year. 
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Form 12A of the Cooperative Primary Reading Test was used to 
provide an additional measure of the children's reading skills. This 
test consists of 50 selected-response items and is group-administered. 
National and California norms for first-grade students are available. 

RESULTS AND DISCUSSION 

Scores on the SYCSP Test indicate that most of the children in 

the tryout classes attained a large proportion of the reading skills 

taught during the school year. It can be seen from the data summary 

presented in Table 1 that there are sizeable differences between the 

two participating school districts. The differences are particularly 

noticeable ir the low end of the score distributions. Although the 

distributipns for each district are skewed negatively, the degree of 

i „ 

skewness is more accentuated in the case of the low scoring group. 

TA|BLE 1 



PROGRAM ^TEST SCORES 

1 . 




' Percentage Correct 




District 1 


District 2 


Third Quartile 


\— 

96.0 


95.5 


Median 


89.0 


79.5 


First Quartile 


73.0 


53.5 



i 



Table 2 reports mean SYCSP Test scores for each tryout class and 
the number of units of instruction completed. Class means in six of 
the ten classrooms are above 81%; in the four other classes the means 
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are below 67%. Both school districts include high and low scoring 
classes • The mean scores of each school listed in Table 3, however, 
clearly show that the children in the classes of one tryout school made 



much lower scores than the children in the othe.r schools , 

TABLE 2 



c 


ACHIEVEMENT OF TRYOUT 


CLASSES 




Mean 


Mean 


Class. 


Percentage Correct 


Number Units 




on Program Tes'' 


Completed* 


1 


92.8 


12.4 


2 


90.3 


12.4 


3 


86.6 


11.6 


4 


" 96.3 


11.8 


5 ■ 


* 83.1 


10.9 


. e; .. . 


81.9 


11.8 


7' 


66.5 


8.4 


8 


64.0 


10,5 


9 


62.7 


11.5 


10 


55.9 


12.8 



*There are 14 units in the program. 



TABLE 3 

ACHIEVEMENT OF TRYOUT SCHOOLS 



School 



Mean 

Percentage Correct 
on Program Test 



Mean 
Number of Units 
Completed 





1 


87.94 


1,1.63 




2 


84.96 


11.75 




•3 


76.49 


11.99 




4 


62.13 


10.54 
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The reading skills of the tryout children are positively correlated 
with the number of units taught but the degree of association between 
these two variables is not extremely high. The rank order correlation 
between mean class scores and mean number of units completed by the 
class is +.28. The correlation between the test score of each child 
and the number of units the child completed is +.41. Only. the latter 
figure is statistically significant (t=3.95, df=77, p<.01). 

Additional reading test scores were available for ^students in one 
of the two school districts. This district, which had the higher 
program test scores, provided the Laboratory with data from Form 12A 
of the Cooperative Primary Reading Test. These data are summarized 
in Table 4. Also presented are compairable figures from national and 
'^California norms. These figures show tha t the scores of the tryout 
classes were far above performance levels of typical national and 
Calif orr^La classes. The median score of the children using the SYCSP 
corresponds to a national percentile rank of approximately 58. Thirty- 
seven percent of the 79 children tested were in the top 10% of the 
national norm distribution. Five percent of the tryout children were 
in the bottom 107> of the national distribution. 

The data collected in this tryout suggest that the Second-Year 
Communication Skills Program is highly effective as measured by the 
proportion of p*-ogram outcomes mastered by most children. It is also 
effective as measured by a widely used standardized reading test. 
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TABLE 4 



ITEMS CORRECT FOR COOPERATIVE PRIMARY 
READING TEST— FORM 12 A 



Tryout Classes 



Flrst-Grade Norms 



California National 



Third Quart ile 
Median 

First Quart! le 



39.5 
33.5 
25.0 



31.2 
22.4 
17.6 



29.6 
22.8 
18.0 



6 
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Table \, Workers €in>loyed in farming, index of man-hours of farrt^ork, ^ 
^ and index of' farm, output per man-hour used in farmirig I95O77O. 



Year 



Number of 
Workers 



(thousands) 



^ 19^0 
1951 
1952 
1953 
195<r 
1955 

( ^^^^ 

1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 



4,523 



Man-hours / 
of farrawork 



Output per 
^"man-hour 



\(1950 - 100) 



,,.|t^^l950 » 100) 



100 




190 ^ 

96 


- \ 1 11 


92 . 


U7 


88 \. ^ 




85 , ^ 


■v. \ 4 134^ 


79 


^ 143 


73 


'151 -'h 


70 


k69 


68 




65 


|1?1 ' " 


62 




60 




57 




54 




51 




49 




48 \. 


uvi!' ,1.'' '28,6 


46 . 


303 


44 


/ 320 


43 


1 323 







'a/ Source: 

t 



1971 Handbook of Agricultural Charts, 
No. 423, pp 11 and 16, USDA, November 



Agricul|t:ural Handbook , 

1971. . • ~>, 



\ 



^ caused food production to increase more rapWly than demand, c6uld in- 
, crease welfare of consumers at the expense fh^iome to farmers, the nation 
initiated supply coAtrol and price suppbrtVprograms during the 1930' s. 
Except during periocjjs of war-inflrf^ed demand^,) the United States has had 
some type of supply control, price support, and export subsidy in effect 
for the last three decades, the logic behind 4ese program^ has been this: 
If growth Un output could be rest:rained\to me^uiore nearly with the rate 
of grdwth in population' and food deman^^^nsutners could be brought gain 
in the form of a declining real/xSst for food while farmers could realize 
increases in per family ^nco^. In general, these programs have been able 
to meet their objectives in guaranteeing Increased consumer welfare and sup- 
porting farm income. Previous studiesXin this series] show that net fai 



income in the t)fition ^ojxld-^have been around 25 percent lower itrttfe^absence 

Of pripe^support and supply Control programs of the kind in effect over the 

/ 1 ' \ ^ ' ^ \ 

"last decade. While per fami^ income has increAed (Table 2^, fchis\ncrease. 



has been due to 



larger ah^ few^^r fa^ms and ^jeneraj^iiifration^a^ 



to government programs of supgiy managemi^At, .price supports, ^iS^export 
subsidies. ; \ ^ ' ^ ^ . 

Farm programs have not completely clQ8ed^fehe gap between farm and^-^ 




nonfarm income levelk, (Table 2) . * Certaiftl4, net? farm income wrfuld have 
been much, lower o^^er tihe ^last decjalfie in thfe^abs^nce of supply control and 
price support polici)ML To an iip|)l|rtant extent,,:the public has been suc- 
clft^pful in its attenptyto protect farm income while allowing consumer gains 

— ^ 1 ^ M \ . . 

T-.V. 'Mayer, E.O. Heady and H.'C. Madsen; Farm Programs for the ;970'd. 
CAED Report 32, Center for Agriculttiral and Rural Development, Iowa State 
ftjivers^ty, 1968. ' \ 
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Table 2. Per capita disposable personal income^ of the farm population 
as a percentage of the per capita disposable personal income 
of the non-farm population, and realized net income per farm, 
by sales cliisses, 1960-70.il/ ^ 



Year 



Per capita farm 
as percentage 
of non-farm 



Net income per farm 
by sales class: 



$40,000 
and over 



$20,000 
39,9^9 



$10,000 
' 19,999 



Under 
$10,000 
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In reduqed rtal prices for food in recent decades. Similar protection has 
* • 

not 'peen provided, however, to thie nonfartn -strata of rural communities. 
The higher farm income under government programs, of course, brings more 
emplojnnentj and business rural townp as farmers invest more in producers 
goods apjd have higher family expenditures for consumer goods and services. 
However, indirect support of these rural business transactions, through 
government programs that increase farm income, does not offset the decline 
in rural employment brought about by increased sizes of farms and a reduc- 
tion in the farm population and labor force. Even with the support of farm 
income through the government programs of the last two decides, employment 
dt>]|^ort unities in towns t>f typical rural communities have declined as the 
number of farm families has decreased. Further, rural business owners 
have experienced a decline in capital assets as business opportunities 
were eroded by the reduction in the ^f arm work force and as stores, buildings, 
and other facilities have come to Kave little value. This decline in capital 

values for rural businesses contrasts with the outcome for farmers. Ad'- 

\ ^ 

vancing technology in combination with governmental ly supported prices and 
dirett pajrments for land retirement have caused the value of farmland to 
tise rather continuously over the last two decades. Even the owners of 
smaller farms, impelled to^eave agriculture because of growing capital 
r^cfuirements and a cost-price squeeze -for low volumes, have been able to ^ 
realize an increased value for their assets. In contrast, many rural bus- 
inessmen not only have had to cease operations because of decliiling demand, 
but also have been able to salvage little of previous investments in 
buildings and facilities. * ^ 
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While the rural nonfarm sector would be worse off in the absence of 
government programs of the conventional kind, these effects do not com- ^ 
pensat^e rural businesses who have suffered a decline in economic opportunity 
and as^etr-values caused by the widespread substitution of capital technology 
5or farm labor. Whl^not all farmers' have realized benefits from farm 
programs, their loss induced by technological change in agriculture has 
ndt been as great as their neighbors iq small country towns. Society has 
been much more effective in compensating the farm sector than it has in 
redressing income^ and capital losses of , the nonfarm sector in rural areas. 

In recent years-Zh^^-^iic has become increasingly concerned with the 
plight of rural coranunities. This concern stems partly from the continuous 

migration of famililies from -rural areas and thje growing social congestion 

1 

and environmental degradation of large urban centers. However, concern over 
the welfare of rural nonfarm families per se has been growing more intense. 
Several federal programs have been initiated in attempts to improve economic 
opportunity and retard deterioration of living conditions in rural areas. 
These programs emphasize tax relief, rural industrialization, and iinprove- 
ment of* services such as water and sewer systems. Some rural communities 
do have prospects of a **turnr^ around" in their economic opportunities through 
rural industrialization. More, however, cannot expect to have previous 
reductions in employment and economic opportunity^estored through this 
means. They are lacking the proper endowment in location, transportation 
facilities, capital supplies, au^^^tin^ industries already in place, and 
*the other characteristic's that attr^fet new plant locations. It is possible 
that their welfare will b^..arffec ted .almost entirely by the prosperity of 
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iding farm industry in combination^^^^i^lT^pulrJ^ service reorgani- 
bsidies which lessen tax burdens and improve qu^lity^of 
ri^reation, and other consumer services - r 

^ » A * ' ' ' t/ 

This ^tudy has been made accordingly- It investigates tn^ economic 
impact of /different types of farm programs on iilcome generation iti rural 



nd agriculturally relateH'TTidt^^ The study was' done not 

ion that the foundation of programs to rescue ruray communities 
be tHj<a)rfgh programs for commercial farmeris- It was (fcwnpleted to evaluate^ 

n which income arid emplojrmertt in /sectors other*bhan farming^ 
are affected by farm programs- [These j^econdary effects for rural cqmmunl- 
ties may be e^ally as important as those for farming tn choosing among' 

ture farm progWnsJ While the farm population is now only 9-7 million, 
the popul^^ior^"of^r^nmetropolita areag'ln totaj^is bSTS; millibn 

/The analysis/ devotes a considerable amount of detail to. the effeg^ 

Ls the level of ^arm 
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of different fapi programs, on the^ fan^ si 
IncomGL of course, that is important-4n inducing 




Lier el 



whi< 



ind'rements in employment and incomi to .spread, thro 




picaiy^iraT community. 



df^sTops produced over 



df^^ops 



th( 



le distribution of croij acreage ^nd the' quantity 
tion are important in determlng'^eye and 



how touch fertilizer, ^chinei^, and other farm inputs-will be jjiirchased, and 
the quantity of infops to be Handled and processed in i?ural areas and non- 
farm' industries. We then examine the Secondary impaotr' of the same farm 
programs on income a^ emplosment of the nonfarm s^or. Special attention 

.is devoted to the effects within the North Central Region, 
* - ' » • 

A single type> of farm policy is analyzed in this study. It relates to 

^ . J 
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the amount and distribution farm product supplies and the associated 
I levels of prices to farmers. It does not deal with programs which might 
dlrectlx: control the number and sizes of farms and indirectly the number 
of farm families and workers in rural areas. These variables are of gr.eat 
importance to, the income and welfare of rural communities at large. A 



■7 subsequent study will deal with the relation of farm size and relatM 
variables to the income and employment of rural areas. \ 




II. OBJECTIVES 



The ma^pr objective of this study is ,to measure the economic impact of 
several types" of farm programs on the income and employment generated in 
rural areas and agriculturally related.industries. Focus is on this ob- 
jective because of passage of the Rural Development Act of 1972 and the 
preparation of the nation to initiate various programs to promote greater 
employment and improved living c^ditions in rural communities. Farp pro- ^ 
grams represent one means of generating employment and income in the non- 
farm sectors of rujal communities. Choices and decisions on the best means 
to improve income an4 quality of life in rural areas could be best facilita- 
ted if information were available on the amount of income and eTi?>loyment 
^generated by both private and public investment in rural" industrialization, 
farm programs, public services and other alternatives. However, this study 
concerns itself with only one of these alternatives; namely, the income and 
employment generated by four different farm progratas. 

Since income and employment generation through farm programs is af- 
fected dirlctly by the amount and distribution of crop production and the 
resulting" llevels of farm profits, an auxiliary but also major objective' of 
the study /is to analyze the impact ^f four alternative farm programs on tyL 
acreage /nd production of major field crops and otj net farm income. "A 
third ;4jor objective of the study is to make a detailed analysis of the 
econ^ic impacts of these same farm program i^lternatives within the North 
C^tral Region. . 

The order of presentation is as follows: First, the methods and 
parameters employed in the study are summarized. Nex^ the secondary or 
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/ 



multiplier effects of the fann programS/iii generating^ income and emplo3rment^ 
are presented and explained for the entire nation. I This i,S/dEollowed by a 



discussion of the impact of these programs on income and employment ir\ the. 
North Central Region. Next, the effects oj'^the four policie^s on the dis-' 
tribution of cropland acreages, the production of crops, net f^rm income and' 
food costs are summarized. . * ; 





« \ . 
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-V. 



III. METHODS AND TERMINOLOGY USED 




The following sections describe the policy al^^na^tives^at^lyze^^ 



regions used for summarizing results, and ^the^arial^^^s^ >is^(^ in the st 
to indicate economic well-bei]cig of rural g^ups. 

Policy Alternatives Co^sl^eir^d^ , j< // \ 

^ ' '^[/^ \ / 

Four alternative ^government farm potlciesWare.aiialy^ 

their effects on both (a) farm income, and Cb) employme;it and inepm^ g€in- 





eration 



in rural areas. These policies-were not^ s^B/lecte^ ^s rep^Mpmended so' 



lutions to the*^'farm problem" but are.progtamjb^cin^te^ntly und6r disi^s^pio 



Also, they vary widely in their^n^^ure and tljf^ir diregVi^acts on agrip^ 
ture. By examining these particular alteniatives, hope^to ptJo^Sd^a 

quantitative understanding of the trade-offs and secondary effects ^b^x 

y \ 

various ty^es of farm policies can have on different sectors the rural 




economy. 



The first solution estimates patterns of production and income 
fects that might prevail if agriculture operated in an unrestrairied^^^marRet . 
environment. The forces of supply and demand and' market equilibrium alone 
would determine prices farmers receive for their go^cls. Direct government 
intervention in the market thrbug^ price supports and direct payments to 
farmers for retiring part of theiiii cropland would not exist. This model 
will be referred to as the Free Market Alternative . 

The second solution or policy alternative is a land retirement program. 
The program is similar to the type of "program in effect in the late 1960's 
(and in the early 1970's, except for the. set-aside modification). This 
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\ pro^^j^rfiquixe^^oyeini supports for fee^grain^, wheat. ^nd ^oftton* 

It ajls^/Inclu^es payments to^ partners to divert partj of their crogl^pd from 

the ."production of specl€i^d ifcorarodiries^^^ acre pajmfents tjoT^ farmers for 

•r> ^ ': '"^^^^^--^ \ \ V'"^ ^ / - 

\> land diversion are ptojec^ed at leyels consistent wl|K payments existing in , 



v^^e^" late 1^60 's and egrlX1970's. The pr<^i:ara is referred to as the Land 




eilrement Alternative or the base alternative^ 



The third and fourth solutions simulate conditions of production, 




resource-use, ijlconie, ^and employment if farmers effect iveix^nited to 



Ixiwer the supplies and\narket prices ofjftphe commo- 
t^ey produce. The i^fcmentation of thes\ program alternatives 

r^" 1 

as^ Bargaining Power Alternative A and xBargaining Power Al - 



exercise market con 
ditl: 

(referred 



ternative might take the form of .national legislat^ion to allow formation 

commissioiis would 



sary to equ^te^fariii^^roduct 




of national! ^Innglssipns wlt^^^capp^^ pow<?rs. Thet 

deteinnine price lev^^ls f og^ajnn ^rbdifcts and.^he production quotas neces- 

plies with dem^iiLat the specij^ied.price 
levels*^ The nee^'^f or ^dire^t..^gov^ intervention would be\^liminated.. 



under these program^^^^f^Rmm c^^p^Neff ectlv^Ly^ suppl^. The 

Bargaining Power Alte^ativea^^l^ |CMs study use production quotas to force 



the location of productioi^ for these Alternatives to be ^consistent with 
historic production patterns. The. two models^differ only in the level of 
farm prices (see Table 4). 

— — ^ -^ - 



^or a more extensive discussion of the concept of-^argainlng power 
and proposals for national legislation in this ai:;ea, see H«C« Madsen and 
E.O. Heaiy; Bargaining Power Programs: fistimated^Effef ts of Production Het 
Farm Incomes and Food Costs for Specified Price Lev^s."" CARD Report 39, 
Center for Agricultural and Rural Development, Iowa State University, 1971. 
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* ^ Regions Used in Analysid , ' o , 

. Both the linear programming model and jthe in?>act analysis are based 
on^rious regional or area concepts. Throughout this report, the results 
of^/these models will be summarized at threle levels of aggregation: 
' a) '^Mtlbn^lj^^^ farm producing regions,, and c) 150- rural areas. Theie 
rural *^areas (Figure 1) are for the continental United States, and define i 
homogeneous areas of farm commodity production. They were developed wftn 
the restriction that they follow county boundaries and production from a^eas * 
not included in the 150 rural areas was accounted for outside of the Pto^, 
gramming mbdel. (Allowance was made for this production in estimating de- 
mands for ^the major farm commodities,) 

Consumptioiv of wheat, feed grains, at^ oilmeals is defined for 31 

V* * 

i \ 

consuming regions (Figure 2) which follow state' lines and account for the 
entire continental United States. Cot£on lint demand is only determined on 
a national basis. •* . * 

Certain results from the study are summarized by 10 far©, production 

< 

regions, the third regional concept used in the study. These regions 
(Figure 3) coincide with the farm production regions used by the Economics 
Research Service, United States department of Agriculture. 

Lii^ear Programming Mbdel 
A linear programming; model was utilized to obtain the quantitative 
-results pertaining to farm production levels. The model is detailed in 
nature and was constructed to recognize the land i;e8traints of the isss^ox^ 
tant agricultural producing regions and demand or food requirements in 
consumer markets. It allows specification of acreage, crop produptibn/ and 
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income by 150 rural areas. And by incorporating a transportation network 
or submodel, the overall programming model also reflects interregional com- 

I 

petition among the agricultural supply and food- market areas of the United 

tateC Each of the* farm program alternatives was analyzed with this model. 
Two-hundred 'forty- four equations and 2,226 real variables are contained in 
the model. Land in each bf the 150 rural areas and demands of each of the 
31 market or consuming regions serve as constraints. Variables encompass ^ 
not only farm commodities but also transportation activities for each com- 
mgdlty^-^XThe general nature of the model is outlined in Appendix A.) 



Secondary Impact Variables 

The effects of the four farm policies on the income and employment . 
Wels of agriculturally jelated communities and industries are estimated 
th\u^ll.^ctors tha\i^ela^e the value of output determined in the .linear 
programming splutions\o/the total amount of economic activity which would 
result from the productp^ of the study's endogenous crot) commodities.^ 
To determine these empl^ynm^t and income, generation effects, the following 
two variables are linked with the linear programming model. 

Income Ceneratior/ Factor ; The amount by which the total income in the 
United States economy/ will increase because of production of an additional 
.$1 million worth of fautput in a sector (the sector of relevance is a spe- 



/ ^The crop commbdities endogenous- to this study are wheat, feedgrains, 
soybeans, and cott6n. The basic coefficients used in developinj^tjLeA|^ 
secondary impact fjkctots are reported by Schluter (Schlu^ter, VAn "Esti^mation 
of Agricultural En/ployment Through^^an Input-Output Stud^f" unpublished Ph.p. 
dissertation.^ loWa State University ,--1971) . ^^For a discussion bf^ the, method 
used to calculate/ the income and employment factors of > this study, see 



Appendix B. 
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cific farm commodi^ty produced in a specific farm production region). 

This increaise in income has three components (1) the income received ^ 

\ ' ^ 

by the producers of the additional $1 million wor;:h of farm output, (2) the 
income resulting from the increased activity in agrf-bu$iness industries 
(through increased sales of productive inputs to farmers and the additional 
sales of industries that process farm products), and (3) the income resu^ 
ing from increased sales of consumer goods to farmers and workers in agri- 
business industries. Zor example, the income gexi^^^on factor of 1.35 for 
wheat the Northeast region implies that the^toduction of an additional 
. $1 million worth of wheat in the Northeast Region would result in an ad- 
ditional ^1.35 million of income being generated throughout the economy of^ 

the United States. 

Labor Generation Factor ; the number of additional workei4 required in 
the United States economy because of the production of an additional $1 
million worth of output in a sector (the sector of relevance is a specific 
farm production region). 

This increase in employment also ha^ three coraponentsr (1) the ad- 
ditional farmworkers needed to produce. the Additional $1* million worth of 
farm output, (2) the additional workers required by agri-business industries 
which sell more inputs to farmers and have more farm output to process be- 
cause of the additional $1 million worth of farm output, and (3) :^thfe ad- 
ditional workers required by industries that produce consumer goods dem^n4ed 
by farm workers and workers in agri-business industries. For example, 
the labor generation factor q^^S for wheat* in the Northeast region means 
that a $1 million reduction 3^^heat production in t^je. Northeast will 
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eliminate the need for the employment of 228'worker8 throughout the United 
States economy. 

The labor and income generation* factors .(Table 3) were developed from 
data for the 10 farm production regions. Hence, they also are based on and 
relate to the 10 farm prodjuction regions. As might be expected, cotton^ , 
generally has the greatest impact on the economy per dollar of output for 
bot^. the employment and income generation factors.. Since cotton is not 
produced in the Northeast, Lake States, or Northern Plains regions, there 
are no entries made for .cotton in these regions in Table 3. The relative 
importance of the other: three commodities varies with the factor and the 
region being considered. Feedgrains have consistently a larger income 
generation factor -than wheat or oilmeals in all of the regions. The size 
of the Labor generation factor or the Income generation factor varies by 
regions according to the nature of the crop ,and the technology generally^ 
prevailing in the various regions. Of course, the total amounts of income 
and employment generated by the production of a crop are functions of the' 
acreage and output of that crop ih each of the regions. The factors 

(Table 3) reflect only Income and employment effects per $1 million worth 

of output. 

Development of Indices ^ 
To measure the impact of th.e different farm programs on producers and 
on rural communities, the income and labor generation factors were linked 
with the crop ptoductioa results of the linear programming model. Indices 
were then developed to compare outcomes under the Land Retirement Alternative 
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w^itrthose for the other £hrfee policy altV|iatives. These indices indicate 
how income/and empl'oyinent' would .be affected by each of the farm program 
alternatives. As mentioned previously, the amount of employment generated 
refers bo the number of workers requ^r^d not only ih agriculture, but also 
in agriculturally-related sectors of the rural areas and regions for which 
the data are summarized. Similarly, the amount of income generated includes' 
not only income in agriculture but also income in other sectors of rural 
ateas or regions for which data are summarized. 

To calculate these indices, the projected value of the income and 
eidployiaerit* generation variables was computed for each of the four policy 
altetnaji^s." For ea^ region or rural area, these values were then 



divi'^iW^-the estimated values of the Land .Retirement Alternative and 
multiplied times 100. Therefore, the results of each policy alternative 
"c^n be ex;pressed in terms. of percentage change from the Land Retirement 
Al^ternative results. For example, an index value of 250' for the amount of 
'Uc'ke generated,jinder Bargaining Power Alternative A means that the amount 



of income generated by the product'loit^of rhe crops endogenous to this study 
would be 2.5 times what it would be Imder .the Land Retirement Alternative. 
This does not imply that the total income in a region will be 2.5 times 
greater under Bargaining Power Alternative A than under the Land Retirement 
Alternative. The ^degree to which the total income of any region is affected 
by changes in government farm policies depends upon the relative contribu- 
tion of the* endogenous crops to the total income generated in that region. 



The cfops endogenous to this study are wheat, feedgrains, soybeans, 
and cotton. 
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The same meaning is applicaJjle to the. indices relating to the amount of 
employment generated. ^ ' f . ' J ^ 

The income and employment generation factors are assumed constant for^ 
all policy .alteroatj-ves-'^inciude^ in this study. In other words, for the^ 
commodities stu^i€4l the mix of items purchased per dollar of output is 
assumed to remain constant for all policy^^aTberriatives. In actualit^, the 
mix of Items purchased would change as the^^^ice of commodities vatried'. 
Linking the income and employment gei^ration factors, directly^ to the value 
of output as done in this study, therefore, does not reflect "real-world" 
conditions. Ideally, the secondary impact factors should be recalculated 
for each policy alternative to reflect changes in the mix of items purchased 
as the farmer's income position changes. However, this could not be ac- 
complished because of the unavailability of the required data. Therefore, 
we would caution the reader of the limitations of this method used in the 

V 

study and would stress the need for additional data relating to expenditure 
patterns in rural America. 
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IV. PAI^METERS USED 

/' 

Use of the linear programming model to deterrJlrie the production impacts 
of the, alternative commercia/l farm policies requires that the values of a 
* large number of parameters be estimated. These parameters include capital 
and labor coefficients for each crop in each rural area, per capita con- 
sumption for different foods in the various market regions, transportation 
costs for each commodity betwe^ffi^each pair of regions and rela.ted data on 
land restraints and yields in' each rural area. Details on these parameters 
and their calculation are not reported here but can be obtained from the 
authors. The cropland base for each producing area is held constant at the 
1965 level. Carry-over stocks for major commodities are considered to be 
the same for the four policy alternatives. Population, per capita disposable 
income, aiwL yield coefficients for the major crop commodities are projected 
to 1975. Hence, 3l\\ results of the study refer to 1975. 

* Prices 

Prices received by farmers either (a) had to be prescribed for each 
model, with the analysis designed to provide this level of prices, or 
(b) were generated by the results of the model. In the case of the Bargaining 
Power Alternatives, the price levels were established beforehand as a goal 
of the progr^, then the de'gree of supply restraint necessary to generate 
these price levels was incorporated in the model. In the case of Free 
Market and .Land Retirement Alternatives, the prices were not prescribed, but 
were generated by the model. Farm prices for the four alternative farm 
policies are presented in Table 4. Prices for the Free Market Alternative 
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generally are similar to the prices acti^ally received by fanners in 1969. 
However, for swine and lamb, actual 1969 prices were nearer the higher prices 
estimated for the Land Retirement Alternative. The projected price levels 
in both of the Bargaining Power Alternatives are higher than the actual 
1969 prices and in both cases are higher than for the Free Market or Land 
Retirement Alternatives. The JEara prices -preseh^^^ in Table 4 are cal- 
/culated in 1970 constant dollars." Therefore these .prices would be 10 per- 
cent higher in current prices due to inflation from 1970 to the present. 

Export Levels 

In 1969, eighteen percent of the total harvested acreage of crops 
produced commodities that were exported. ' H6nce, export levels for each of 
the policy alternatives had to be estimated as a component of total demand. 
The quantities of the major crop commodities exported in. 1969 as well as 
projected export levels for 1975 are presented in Figures 4-7. 

In the past wheat exports iiave been regulated to a large extent by 
international trade agreements. Therefore, the same level of wheat exports 
is used for all four policy alternatives. However, the quantity of feed- 
grains exported varies inversely with the price level for the four policy 
alternatives. The greatest quantity of exports (25 million tons, cozm 
equivalent) is- projected for the Free Market Alternative. This alternative 
would have the lowest feedgrains price of the four policies considered. 
The quantity of feedgrains aecually exported in 1969 is nearly equal to the 
projected 20.5 million tons (coni equivalent) pf feedgrains exports pro- 
jected under the Land RetitemerJ: Alternative, 

Because of the upward trend in soybean exports, oilmeal exports greater 
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a/ Source: Wheat Situation, USDA, ERS, May 1972. 



Figure 4. Estimated wheat exports for each of the policy 
alternatives. in 1975 with 1969 exports for 
comparison.—^ 
mil. tons 
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Estimated exports of feed grains for each 
policy alternative with 1969 actual exports^ 
for Comparison. 
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«/ Source: Pats and Oils Situation, USDA, ERS^^ 
. April^ 1972. 

Figure 6. Estimated soybeans exports for e^h of the policy 
alternatives in 1975 with 1969 exports for.com- 

1,000 b.lc8P"^°°"- . 1 
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ml Source: Cotton Situati^on, USDA, ERS, April 
■^.1972:. 

Figure 7. Estimated cotton lint exports for each of the 



a/ 



policy alternatives with 1969 exports for cojiq)arison.— 
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than the actual 1969 amount are projected for all policy alternatives except 

Bargaining Power Alternative The highest cotton exports are projected. < ^ 

X « 

for the Free Market Alternative and the lowest for Bargaining^ Po^er Al- \_ 
temative B. The 1969 actual export levels approximate those projected * 
for the Land" Retirement Alternative. 

The export estimates defined for this study ^e consistent with^U.S, 
crop export levels of the late 1960's. These export levels, may be under- 
estimated) however, bec^us^of recent events which have occurred. Crop ^ . 
failures in some of the large wheat producing nations and sharp cutback 
^ in Peruvian fishmeal production drastically altered the world food supply 
"Situation for' 1972. The devaluation of the* American dollar also has 

lessened the real cost of U.S. farm products to foreign buyers. Consequently, 
absolute levels of production and farm commodity prices determined in. this 
study should be evaluated with these world market changes in min4. "But 
even with the higjier export levels, the results between the different 
policy alternatives should maintain a siMlar, relative'^position, • 

, ■ \ ■ I 

. Per Capita Ccnsunq)tion of Meat 
The per capita consumption of the major lives to^ck coiranodities also 

4 • * 

was estimated to determine the feed demand for /feedgrains and oilmeals. 
Per capita quantities at each price level are based on existing estimates 
of the price elasticity of demand and projected income. These estimated 
quantities for each of the policy alternatives and the 1969 a^ual per 
capita cotisumption of these commodities are presented in Figure 8: 

Reflecting the growing consumer preference for beef, the estimated 
quantity of ^beef and veal is lower than in 1969 only for the higher ijrice 
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Alt^ative B 




B€e£. and veal 



w Pork - Broilari 
a/ Source: Food Consumption, , Prices ktid Expenditures, Supplement. 
; ^ for 1970, tlSDA, ERS, November 1971% , 

\^igttra .8. Per capita consumption of meats projected to 1975 for each 
\ \ of the policy alternatives and 1969 actual consumption for 

' , comparison* ^ 
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levels of the Bargaining Power Alternatives, Per capita consuiiq)tiQn ,of 
broilers is greater in all of the policy solutions than in 1969 due to its 
low price relative to pork, beef and lamb. 
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V. SECONDARY EFFECTS IN RURAL AREAS 

A major purpose of this study is to tneasurc thie impact of alternative 
farm policies on erq>loyment and ineome in rural areas. Many rural communi- 
ties lack natural endowments, historic economic development, and other 
attributes that attract industry. Hence, the welfare of their nonfarm 
population will especially depend on the structure and income of farming as 
these variables are reflected throughout the community in generating off- 
farm income and eDq>loyment. How do different alternatives in farm programs 
affect income and eii?>loyment elsewhere in the yural community? 

The level of^farm income generated at regional, state, and national 
levels is only one of the outcomes or variables affected by farm programs* 
The* pattern of agricultural production and the level of farm income re- 
lated to a particular farm program affect the employnient and income of 
other^groups in rural communities who are associated with supp^lying inputs 
and processing outputs of agriculture. In other words, production of farm 
crops generates economic activity beyond that involved directly in the ^ 
planting and harvesting of crops. This added or related economic activity 
would be reflected in the industries that manufacture and 'distribute farm 
inputs such, as implements, fertilizers, insecticides, seeds, feed s^ and / 
Other itera^. It also is reflected in the businesses of rural areais which 
handle and process agricultural products and in those which develop to 
service agriculture and other closely related groups in the community throu 
the supply of onsumer. goods, financial and other services. / 

Different :arm programs can have entirely different impacts in dif- ^ 
ferent fanning areas of ^he ination. For example, the early laijd retirement 
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progratSs of the 1950 's, represented by the "soil bank*' or "conservation 
reserve," allowed lajad withdrawal to b^ concentrated by farming areas. On" 
a semi -bid basis, farmers were able to select whether or not to idle their 
land in terms of its productivity and payment rates available. In general, 
this program catfifeed land retirement to be concentrated in areas where soil 
productivity and yields were low relative to payment rates, (see Figure 9). 
Because land retirement tended to be concentrated in certain regions of the 
Great Plains, Southeast and southern Com Belt, it greatly reduced farmers 
purchases of production materials. Also, since farmers could put their 
entire farm in the soil bank and still receive payments, ma^iy moved out- of 
^e community to take emplosment at another location. Consequently, their 
purchases of consumer goods and agriculturally-related services J.n. the .-^ 
original community also ceased* 

This /eduction in the volume of business in\ural communities where 
land retirement became concentrated caused vigorous protests by rural 
business leaders. Their pressure on Congressmen eventually caused land 

retirement programs to be reshaped in a manner jthat did not con^centrate 

> 

idle lai^d by* specif ic regions. 

Thi^^ section indicates how the emplo3rment and income generated in ^ 

rural coiAiinities and agriculturajliyarelated industries, as well as in 

the four farm programs analyzed Income 

)f agriculture would be affected by both 
• 't 

(a) the acreagek of crops an^ lesf^ls^syf production, and (b) the level of ^ 
farm income, associated with a particulai^^^type ofc^E^^s^olicy. The crop 
acreage and pattern of production would have^Sfrect eftects especially in 



agriculture\ would be affected by 
and employment, geherated outside 
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the amount of production materials used. If the farm policy causes a re- 
dilction in crop acreage and production, it also would reduce the amount of 
tractor fixel, fertilizer, seed, repairs and equipraent moving from proces- 
sing plants and tbrou^^^gi^^rvice sector of the rural community* Re- 

duction of farm income in a rural area would directly affect the amount of 

s 

consumers' goods purchased by farm families, ^it^tbese reductions in both 

"* ^ - * c 

producers and consumers' goods also would have indirect or secohdary ef- 
fects in the rural comraanity business sector* As the fertilizer distribu- 
tor's volume" and income is reduced, his demand for consumer gotfda and, ' 
/financial services also would decline. As the volume and income of the 
retailer 'i^alls .off, he may pos^one or Eliminate store ^lTiq)rovement8,^tiii 
reducing demand for the products of the locaL-ltimberyard or machine shop* 

^^^.^ . ' - 

Effects of the Policy Alternatives- an Income Generated 

/ *^ •» 

c 

This section compares the income generation effects of the Land Re- 
tirement Alternative with ±hose of the other three policy alternatives. 





.National effects < 




f£b allow ar direct comparison of how the^^ur program alternatives ^: , 

: / ^ ^ ^ ■ ' - ' -\ ^ 

affeci|:^the amount of income ienerated^n rural areas and agriculturally-^ , 

, ' » • • ^^^^^^^^^ 

- ^related^J^us tries, the es^im^e of the amount of the income generated 

iinde'^^ach program has been converted to^an index value* The level of 

indome ass'ociated with the Land Retirement Alternative is used as' a beAch- 



mark and has 'been set at 100. The results for the other pro-ams a re^ 

-V . , , , . 

The income generation Variable us ed in the ^study is defined as follows:* 
the amount by vfhich the total income "in the VniA^ed States econon^f will in- 
crease because of the production of an addi^i^al $l**million worth of out- 



/put in a particai^r sector* 
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expressed accordingly (as explained earlier in the manuscript). These 
indices for each of the four policy alternatives are presented in Table 5 

for the United States and for the 10 farm- production regions. ^ 

/ V 

The figures in Table 5^ ir^dicate that the type of farm program can nave 
a very great effect on the*amoui\t of income generated in rural are^' and 
agriculturally-related industries. 'It is true, of course, that if the funds 
.and resources required to support and implement a particular type of program 
were used elsewl\ere in the ecohomy, incotn^ and employii^nt^also would be 
generated in these other sectors and locations — as a national offset of 
farm programs in rural cofeminities and agriculturally-related industries. 
However, the same can be said of a rural industry. Lf it were not located 
in the rural community it^ could be located in an urban c^er where it 
would generate income and employment. Since an emerging goal of the nation 
is that of rural comlinity development and a greater spatial dispersion of 
economic activity and employment, the effects of different fanyprogram^ 
are interesting and^ important in these ;respects. ' ' >^ 

// Free Market Alternative i , ' j 

the nation as a whole, production of the crops, included/ in tnxa 
study would generate about 14 percent less income under the Free"^rket * 
Alternative than under the base alternative (the Land Retirement Alternative). 
The smaller income index value for the Free Market Alternative results 
because of the lower farm income associated ^ith this policy alternative. 




Income generated under the Free Market Alternative is less than under the 

nd l4tiremtfnt^Altemative for all xJroduction regions except the Southern 
'Plalns"^region. Under "^the Fr^TTBgrket Alternative, this region would have 




Table Indices comparing the amount of income generated under the Land 

A Retirement Alternative with the amount of income generated under each 
^f the other policy alternatives for the United States" and for the teji*^^ 
production regions, ^ * 



1975 Estimated index values^ 



Region 


Free Market 
Alternative 


Land 
Retirement 
Alternative 


Bargaining 
Power 
'Alternative A 


Bargaining 
Power 
Alternative B 


United States 


86 


100 


119 


1 OA 


Northeast 


29 


100 


131 


I/O 

14Z 


Com Belt 


90 ^ 


/ 100 


125 




Lakfe States 


90 


100 


121 


131 


Appalachian 


,79 


100 


132 


147 


Southeast 


63 


• 100 


^ 124 


130 


Delta Sfiates 


58' 


100 


123 . 


144 

I 


Southern Plains 


126 


. 100^ 


105 . 


110 


Northern Plains 


79 


100 


109 


. 124 


Mountain 


66 


100 


120 


128 


Pacific 




\| 100 


" 3.18 


}23 - 
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an increased acreage of vheat and cotton to take fullest advantage *^of its 

1 < . - 

soil and water resources. To supply its growing fed cattle industry which 

is favored by this location, population growth and market environment, feed 
grains would be transported to it from other regions and more wheat would 
be used for feed in the Southern Plains region itself. The Com Belt and-]^ 
Lake States regions have levels of income generated under the Free Market 
Alternative that are only 10 percent less than under the base alternative. 
However, considerable differences would exist within these regions. Some 
rura,l areas in the Corn Belt and Lake States regions would have higher 
levels under the Free Market Alternative because market forces concentrate 
grain production in the areas of favorable yields and comparative advantage 
Other rural areas of the region would have a lower income index under the 
Free Market Alternative because a national allocation of crops relative to 
cfomparative advantage, reflected in natural and market conditions, would 
cause them' to sh\f t out of grain production and into less intensive land 
uses such as grazing. These differences are detailed in a later se'ction 
. dealing with economic impacts of programs in^the North Central Region. 

' Overall, even though some rural areas would*^6uffer vepy adverse out- 
comes under the Free Market Alternative, the Com Belt and Lake States 
regions would fare much better than most other regions because a greater 
proportion of the nation's agricultural production would be concentrated 
in the central United States. Under the Free Market Alternative, crop 



' . 1 ' ^ -Y 

Appendi^. Tables 2.1, E.2, E.3 ^and E.4 presentthe regional distribu- 
tion of cropland used for wheat, feedgrains, soybeans and cotton production 
under each of the policy alternatives with the 196-9 actual values for com- 
parison. Appendix Table E.'S presents the regional distribution of total 
'Cropland used for the crops endogenous to this study with the 1969. actual 
values for conqparison. 
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acreage in the Southern Plains, Com Belt and Lake States regions is 20 
percent greater than under the Land Retirement Alternative J While crop- 
land in these regions ,also would be shifted from annual crops under the 
Free Market Alternative, the shift would tend to dbncentrate .in regions of 
lowest coTiq)arat^fe^^^tage^ Under the Land Retirement Alternative, 
land held from production througji the inducement of government pajrments 
to farmers would be scattered throughout all regions on a partial farm basis. 
It thus tends to hold labor arid equipmfent on the farm as a means of op- 
erating the remainder of the unit. Under the Free Market Alternative, en- 
tire farms would be shifted from Annual crop production and the need for 
the equipment to handle them would be eliminated.^ Also, less intensive land 
use would release labor as farms were consolidated to allow competitive 
incomes under lower farm prices and the absence of direct payments to 
farmers. The three regions mentioned previously would increase their 
crop acreage by a percentage twice as great as for the nation as a whole 
under the Free Market Alternative. The national crop acreage under the 
?ree Market Altemati^^e is projected to increase by 10 percent over the base 
alternative in the absence of land retireni^nt mechanisms. 

The Apgalachian, Mountain, and' Pacific regions would all have a 
greater acreage \levoted to crops under the Free Maijket Alternative, but 
all would have a lower index of income generated than under the .Land Re- 
tii:ement Alternative. Th> Northeast:, Southeast, Northern Plains, and Delta 
States would have both a smaller crop acreage and a' reduction in income 
generated- under the, Free Market Alternative. Compared «to the Land Re-' 
tirement Alternative, the reduction, In JLncpme generated for rural areas 
an^fisagriculturally-related industries would be severe, in these regions.^ 
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Bargalniius Power Alternative A 

In contrast, the higher; farm income and the spatial distribution of 

supply restraints associated with the Bargaining Power Alternatives have 

a large effect in boosting the amount of income generated' by production of 

the endogenous crops in the United States and most of tne major producing 

regions. The index of income generation under Bargaining Power Alternative 

A is 19 percent higher than under the Land Retirement Alternative and 138 

percent'' higher than under the Free Market Alternative. Ext.f erne. differences 

prevail f or the l^ortheast region, where incoae generated under Bargaining 

Power Alternative A is 31 percent greater than under the Land Retirement • 

Alternative and 44a percent greater t^an. under the Fre^e^Market Alternative. 

Since the Bargaining Power -Alternatives do not inclade payments to farmers , 
« 

as a. means of reducing stjpply. Bargaining Power Alternative A proyides ortly 
modest gains in the amount of income generated throughout rural areas axi4, ^ 
agriculturally-related industries for the Southern Plains Pacific, arid 

w » ^ 

Northern Plains regions. In income generation, only the Southern Plains 
would.be better off under the Free Market Alternative than under Bargaining 
Power Alternative A. The Southern Plains region would have a much larger 
cotton acreage under the Free Market Alternative than under either the Land 
Retirement Alternative or Bargaining Power Alternative A. Cotton acreage 
in this region is 55 percent smaller under the latter alternative than 
under the Free Market Alternative. . ^ ^ - , 

^ * ) 

Bargaining Power Altem^ative B ^ 

Compared with the Land Retirement Alterrva^ijfe, Bargaining Sower Al- 



ternative B would bring large increases in the^ra(5unt of income generated' 
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£or all regions of the United <State^ because of the higher farm prices 
of this policy alternative. Under Bargaining Power Alternative B the 
ainount of Income generated In the Northeast, Appalachian, and Delta States 
regions Increases by 'more than 40 percent over the amount of Income generated 
In these regions under the Land Retirement Alternative* Compared to the • 
Land Retirement Alternative, ^the Northeast region Increases Its production 
of iEeedgralns while the Appalachian and Delta States regions Increase their 
production of cottfon under Bargaining Power Alternative B. Ail of the farm 
production regions except the Southern Plains region would have their 
highest level of Income generation under Bargaining Power Alternative B. 
Under this policy alternative, cotton acreage in the Southern Plains region 
would be 61 percent less than it is in the Free Market Alternative. 

^ * 

t 

Rural area effects 

Each o^ the 10 farm production regions we have been discussing is 
comprised of several rural areas. The effect of a policy alternative upon 
some of the rural areas within a farm production region may be significantly 
different than the effect of that policy alternative on the farm production 
region as a whole. For example, a policy alternative that would Increase 
the amount of Income generated in a fairm production region may cause the 
amount of income generated to Incrdase on some rural areas, decrease in 
others, and remain constant in other rural areas. Th^ following discussion 
will highlight those rural areas that experience income generation effects 
significantly different than those reported for the entire fara production 
region.' For all of the policy alternatives, Appendix^Table D. 1 presents 
the indices of income generated for each, of the 40 states that have Cropland 
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that can be used for production in the programming raodel, and Appendix 
Table D.2 presents the,, indices of income generatej[^ for each of the 150 
rural e^^eas used in this study. All of the index values referred to in 
this discussion can be found in these appendix tables, tn this section we 
will present only a general discussion of the incomp generation effects 
that would occur in the rural areas of the North Central Region. A more 
detailed analysis for those rural areas is presented in the section dealing 
1 exclusively with the Noyth Central Re^ionr 



Fre^ ^rket-^ftttemat-jbve- 



Underi the Free Market Alternative, the income generated in the\entire 
Northeast region would diecrease by 70 percent from its level under the Land 
^Retirement Alternative. However, in western New York, the income generated 
under the Free Market Alternative would be 34 percent higher than-^ under 
the Land^^etirement Alternative (see rural area 1). When the production 
restraints associated with the Land Retirement Alternative are withdrawn, 
this rur^l area would concentrate on wheat production which would reault in 
an increase- in the amount of incomfe generated under the Free Market Al- 
temative for this rural area. The acreage devoted to wheat "in tliis rural 
area would increase by 65 percent under the Free Market Alternative. In 
the Appalachian region as a whole, the income generated under the ♦Free . 

Market Alternative is 20 percent lower than under the Land Retirement 

- \ " ' ^ * 

Alternative. However, in eastern NorthNCaroIina and Western Kentucky, the 

^ . . ' - ' y ^ ' ^ \ 

amount of income generated under the Free Market Alternative is much higher 
than under the Land Retirement Alternative becausj of increases in crop 
^production in these rural areas (see rural areas 7, 10, 33, 34, 35, 41). 




In western Kentucky the acreage in crops increases by 50 percent under tKe 
Free Market Alternative while in eastern North Carolina the acreage in crops 
under this policy alternative^ 35 percent greater than under thie Land 
Retirement Alternative. V 

Under the Free Market Alternktive the production of feedgrains in 
southern Georgia increases by altnost 40 percent from its level' under the 
Land Retirement Alternative (see rural areas 13, 14). This increase in 
production causes the income generated; by these rural areas to be greatre'f 

under the Free Market Alternative* tj§ln under the Land Retirement Alternative. 

■■ "V ■ ; 

Similarly, in western Louisiana, a thrc^efold increase in the production of 

cotton causes the income generated in this area to be 176 perc^irtrT^orger 

under the Free Market Alternative than under the Land Retirement Alternative 

* ' s ^ ^ . 

\* ^ * ' 

(see rural area 120). , . 

The Southern Plains Tegi cm is the only farm production reglop for 

which the amount of, income generated under the Free Market Alternative is 

greater than it^wouldl be under thte Land Retirement Alternative. However, 

this increase in>jLncpme generation is not distributed evenly throughout 

the" Southern Plains region. Of the 23 rural areas lln.tbis region, only 

eigjht of them would have* higher levels of income generation gnder the 

Free Market Alternative than under the Land^Retiremeiiet* Alterative (see 

rural areas 111, 112, 114, 115, 116, 122, 124, 126). These, rural aieas"^.«^.:w' 

are located in 'southwestern Oklahoma, northwestern Texas ^ and soath-'peiitra^L 

Texas and would experience sizeable increase in the number of acres de.-^' 

voted to the production p^f cotton urider the Free Market Alternative. #liis 

iiiq)lies that although the merchants and ru{ral citizens in thefiie eight rural 
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areas wbuld benefit f rbm a shift from thfe Land-ltetireinen^j Alternative to ^ J 

the Free- Market Alternative, the citizens in the remaining 15 rural areas 

of thts region would be, adversely affected under the Free Market Altferndtive; 

Without the land diversion restraints associated with the base so- 
lution,' the production. of 'feedgrains in the Mountain region could shift f 

from rural areas with primarily ""di^land production methods to rural areas 

' ■»? ' \ ' t ' < ^ 

where irrigation caA be -used to best advantage. Therefore, while' the^ in- 
come generated in^the^^tounfain^v region., as a^whple decreases by 3^4 percent 

under the Free Market Alternative, the income generated in^hree of the rural 

« 

areas of this region would increase under this policy alternative. Under 
the Free Market Alternative the production of feedgrains is twice as .large , 
as it would be under the Land Retirement Alternative in eastern New Mexico, 
east-central Colorado, and northeastern Colorado (siee rural areaS 129, 132, 
134). - \ 

In central California and central Washington, the income generated 
under the Free Market Alternative would be si^gntf icantly le^s than it r 
would be under the Land Retirement Alternative (see rural areas 144, 150) . 
Both of VSfiese rural areas would concentrate on wheat production under the 
Free Market Alternative rather than on the production of feedgrains and 
cotton which they would be primarily dependent on under^the Land Retirement 
Alternative. This shift in the commodity mix in these rural areas causes 
an 81 percent decrease in the amount of income generated in central Cal- ■ 
dfornia and a 53 percent decrease in the amount of income generated in 

central Washingt6n under the Frfee Market Alternative. However, in southern 

" ^ . \ ■ ^ . 

♦p^Alifomia the production of cotton under the Free Ma^rket Alternative, is ^ 
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three times as large as It would be under the Land Retirement Alternative 
(see rural area 143) r Therefore, the income generated in this rural area 
increases by 119 percent under -the Free Market Alternative as compared to 
the base alternative. * • * ' 

While the Copn Belt region as a whole suffers a 10 percent decrease 
in the amount of income generated under the Free Market Alternative!, the 
rural areas in southern Ohio and central Indiana have more income generated 
under this alternative than they do^undet the Land Retirement Alternative 
(see rural areas 36, 37, 40, 43). These rural areas are allowed to con- 
centra te on the production of feedgrains under the Free Market Alternative 

which would tause the amount of income generated to increase under thls^ 

) 

palicy alternative. In. the northern and western sections of the North 
Central Region, the amount of income generated under the Free Market 2l- * 
ternative is much less than it would be under the Land Retirement Alternative 
as there are considerably fewer acres of cropIand:iin 'production under ^he 
former solution than under the latter (see", section on North Central Region) • 



Under the Free Market ,A1 ternative production of each of the crops 
included in our mode^ is cotlcentrated in those rural arieas that are best 
suited for the production of these crops. Thus it was possible that th^ 

demands associated with this policy alternative could be satisfied ev^n 

J- ^ • 

though some rural areas :Would not produce any of the crops endogenous to. - 
this study under the Free Market Alternative. Th^erefore, opr analysis 
shows that the ambunt of income generated by the, production of these ^rops 

would fall to zero under, the Free Market Alternative. Perfect mobility of 

s 

resources id assumed among the ^150 rural areas in tl^^ programming model. 



This assumption allows drastic shifts in location and amounts of production 
under the Free Market Alternative. In actuality, resources (e.g., capital 
and labor) would possess some immobility resulting in smaller shifts and 
changes^^an indicated by this policy alternative. Even with perfect mo- 
bility of ^resources, however, total income in an area or region would not 
Jcall to zero, since the commodities studied do not generate the entire in- 
ccgae of any area or region, -^ural areas in \rtiich the amount of income 
generated is at or near the zero level under the Free Market Alternative 
are in eastern Pennsylvania, southwestern Missouri, northern Wisconsin, 
central Minnesota, eastern Virginia, western North Carolina, central Ten- 
nessee, central Alabama, cent ral« Texas, the western areas *of the Dakotas, 
' southei'stem Montana, eastern Wyoming, east-central Colorado, and southern 
Arizona (see rural areas 2, 64, 47, 78, 5, 6, 16, 28, 22, 23, 121, 123, 
-128, 82, 83, 85, 86, 136, 135, 131, 142). 

Bargainine Power Alternative A 
Under Bargaining Power Alternative A, the income generated in the 
Appalach'^n and Southeast regions is greater than it would be under the 
Land Retirement Alternative. The amount of income generated in the Ap- 
palachian region increases by 32 percent while in the Southeast region it 
increases by 24 percWnt. However, some of the rural areas in these regions 
would experience decreases in the^ amount of income generated under Bargairiing 
Power Alternative A (see rural areas 9, 16, 17, 18, 21, 22, 23, 24, 26). 
Thfese r^ral areas are located in western North and South Carolina, northern 
peorgia .and central Alabama, ind as a group would have over 50 percent 
fewer acres in crops under Bargaining Power Alternative A than under ^he 
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Land Retiremfent Altemativer This decrease in production is due to the lower 
demands associatfed with Bargaining Power Alternative A which can be satisfied 
in rural areas that possess either higher quality land or more advantageous 
transportation factors. This shift in relative production ti^ris that the 
higher >farm commodity prices associated with BargaiiJLng Power Alternative 
A would iW benefit farmers and other rural citizens i'n^these rural areas 
(when compared to the base alternative). * ^ 

In the Delta States region as a whole, the amount of income generated 
under Bargaining Bower Alternative A is 23 percent greater than it would 
be under' the Land Retirement Alternative. However, in western Louisiana, 
and southern Arkansas the income generated under Bargaining. Powers. Alternative 
A is slightly less than it would be^^under the base alternative (see rural 
areas 59, 120). And in north-central Louisiana there would be 40 percent " ^ 
less income generated under Bargaining Power Alt^bnatiye A (see rural 
area 58) . Thi^s^^^^^r^se^le decrease' in the amount of income generated would 
be the result of a major reduction in the amount of cropland used in this 
rural area under Bargaining Power Alternative A, Under this policy al- 
ternative there would be 70 percent fewer acres in production than under^^^ 
the L^nd Retirement Alternative in this rural area. 

Under Bargaining Power Alternative A the amount of income generated 
in the Southern Plains region would be only four percent greater than 
under the Land Retirement Alternative and would be 17 percent less than it 
would be under the Free Market Alternative. However, the "income generated 
under Bargaining Power Alternative A is distributed much more evenly through- 
out the Southern Plains region than under the Free Market Alternative. 
Under Bargaining Power Alternative A, 15 of the region'^ 23' rural areas -^"^ 
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Would have increases ii the amount of income generated as compared tojbase 
altexTijL^lve>> ^ Th e rural areas that would not have increases in inpome gen- 
erated under Bargaining\powe;rAlternative A'^e foc^ted in southern Ok- 
lahoma; east-central Texas and soiithwest^ Texas (sfie rural areas 105, IIC 



m,. 115, -lis, 119, 121, 1^7). Under this policy alternative these eight 
.rural areas would have 25 percent fewer cropland acres in production ^han 
under^the Land Retirement Alternative. 

The Mountain region would have 20 percent more income generated under 
Bargaining Power Alternative A than under the Land Retirement Alternative. 



• 'Phis increase in the ^atiiount of"i,iicome generated /occurs throughout the 



re- 



gion as only one of its ruriT^a^a would have a sizeable decrease in the* 
amount of income generated under Bafgaining^ower Alternative A (see rural 



area 132) . * While this rural a ^a- concentrates on' the production* of feed- 



grains under both policy alternatiyj&8,/30 percent fewer j^res would be in 
production\nder Bargaining Power AlterAative A resulting in a l4^ percent 

gfenerateo 



in this orural area. 



decrease in the amount of income gi 

Ixt the Pacific ^region J only rural area 143 in south^tern California 



would have a marked decrease in the amount oi 



^nerated under 



Bargaining Power AlternatiW A. This rural area maj^^^taiM almost the same 
level of cotton prodjiction iander Bargaining P^eir-^e^tive A as it did 
under the Land Retirement Alternative. However, ^e\prpduct ion of wheat. 



which accounts "for two-thirds of ^ this a;ifea's cr 

• ' ' A — ■ . ■ ^ 

Land Retirement Alternative, shifts almost ent 

under Bargaining Power* Alternative A, ^ Due to^this drastic reductioiy in 




acreage under the 

/ 

this rural area 



^wheat production, the income ^nerate)& in this^Ural^are^ under Bargaining 
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^^ower Alternative A would be 20 percen^ less than under the^Land Retirement 



AltemaMve. 

\ ' Under. Bargaining Power Alternative A, the increase in the amount of 
income generated in the" Com Belt and. Lake States regions would be .dist^ributed 
throughout the rural areas o^ these two regions. Only in' southern Ohio 
doesthe amount of iticome generated under Bargaining Power Alternative/A 



increase by more than 10 percent from what it would be under the Land Re- 
tirement Alternative /(see rural areas 36, 37). However, in the Northern 



Plains region^ rural areas in southwestern North Dakota, central South 
(ft. 

Dakota and southwestern Kansas would experience significant decreases in 
the number of acres in production and in the a^mount of income* generated 
under Bargaining Power Alternative A (see rural areas 83y 86, 88, 104). 
Rural area 83 in southwestern South Dakota is the only rural area in the 
model which wouldn't have any production^'of the crops, endogenous to this 
study'o under Bargaining Power Alternative A. Therefore, the^amount of in- 
come generated in this rural area would fall to zero under Bargaining 
Power Alternative A. * , 

Bargaining Power Alt^ernative B / 

\ ( 

Nationally, the amount of , Income- generated under Bargaining Power 

. \ f 

Alternative B is 30 percent greater than under > the Land Retirement Alter- ^ 
jBtive. This iricrease in the* amount of income generated is experienced^ 
throughout most of the, rural areas delineated f or\this study. Only 23 of 
^ the 150 yural ar^s would have less income generate^ under Bargaining Power 

Alternative B than under the Land Retirement Alternat^ive. These are ateas 

: . ' ' . . ^ \ '7 

V . \ / ' 

which would have drastic reductions in the amount of farm commodities they 



oose 



[ 



would produce tinder Bargaining Power Alternative B\ Therefore, even with 
the higher farm prices associated with this policy alternative, the aniount 

of iflcome generated in these areas would be less than under the Land . 

■ ^\ 
Retirement Alternative. 

In western Northi^arolina, northern Georgia anS southern Alabama, the 

amount of income gener/te^under Bargaining Power Alternative B decreases 

>y more thi^tTSf^er^^/t from its level under the Land Retirement Al- 

' ternative (see rSiral/areas 16, 18, 21, 24). Under B^gaining Power Al- 

tentative B^ 70 pdi&:ent fewer acres are in production in these rural areas 

than under the L§rm Retirement Alternative. While the production of fee'd- 

grain^an^ in these ar^as ifemains ftlmost constant between the two 

policy alternatives, the production of soypeans would *be 90 j)ercent lowei? .in 



Bargaining P^r Alte'^aative B. 



While th^ income generated^throughout 
44 percent greater under Bargaining Power i 
Retirement Alternative, the amount jof incprae generated Iff north -central 



Louisiana .under this policy alternative wou 
the Land Il^tixfiEO^ent Alternative"^(see rural 



the Delta States region is 
Iternative B than under the Land 



Id'^e 40 percent less than under 
area 58). The total number of 
gaining Power Alternative B 



J 



acres in crops^vl in this rural"' area under Ba 

decreases by ^2 percent from under the Latld Retirement Alternative. This 
decrease in production is concentrated in. soybean production which would 



be 90 percent lower under Batgaining Power Alternative B than under the 
Land Retirement Alternative. • 



While the amount of iricotne generated in the Southern P la iiis region/, 



as a whole is only 10 percent greater under Bargaining Power Alternative B 
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than under the Land Retirement Alternative/ ^ly\f our of this region's 23 
rural areas would experience sizeable decreases in the amount of income 

\ r - ' ' 

generated under-this^ po^cy alternative. These four rural areas are- 

y ' \ \ / . I 

• located in southeastern Oklahoma and northeastern Texas (see rural areas 
110, 115, 118, 119).^ ^nder, Bargaining Power Alternative B these rural areas 

would have 64 percent^ fewer, acres in production than under the Land Re* 

/. >' " 

tirement Alternative. This decrease in cropland acreage would be accom- 
panied bjr-a^ shift from cotton and soybean production t<v primarily wheat 
. production under Bargaining Power Alternative B contributing to the de^ * 
crease in income generated in thjesje^our .rural areas. 



The, 'Only rural area in the Pacific region which would have 'less in- 
come generated under Bargaining Pq^er Alternative B than under the Land 
etirement Alternative is^located in ^southeastern California (see tniral area 
143)*/ Tliis rural area^. which would have 74 percent} fewer acres in produc- 

ler^ this 



AT^"^ ^^^)*, 'a;!^18 rural areaj^.wnicn woulk 

tion under Bargaining ^ower Alternative B. would have a 19 percent de- 

' '/ ' . ■ - )' ' 

' ^ crease In the amount df income generated under this^ policy alternative 



compared to the Land Retirement Alternative. 

In the North Central Region the only rural areas which ha»:e less in- 



come generated under Bargaining Power /Alternative B than un<terNthe Land 
Retirement Alternative are in cjentral South, Dakota and soutnwestern Kansas 



(see rural areas 88, 104). Rural area 88 in central South J)akota would 
have 81 percent fewer acres^n, production under BargainlJng power Alternative 
B. Rural area 104 in southwestern Kansas shifts from a Iproduction plattern 
dominated by the production of feedgrains under the Lanp Retirement | Al- 
ternative to one in which 70 percent of its cropland a^jres would be| used 
to produce wheat. 
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S ' Effects of the Policy Alternatives on Employment Generated , 

This section compares the employment generation effects of the Lan4 
* Retirement Alternative with thes? of the other thyee policy alternatives. 

National eff^cts^ . 

To show the differential impacts which the four policy alternative^ 
have pi)_the amounts of employment generated in different areas, we/ have 
again computed indices that coiiq>are the ataount of eti5>loyinent generated under 
the Land Retirement Altemaf^e with the atnount of employment generated 
under each of the other policy alternatives.^ These indices are presented 
in table 6 for the United States and for each of the 10 farm production 
regions. ' • . 

Free Market Alternative 
Nationally, the amount of employment that is generated by the produc- 
tion of th^e crops Endogenous to this model would be 14 percent less ijnder^ 
the Free Market Alternative than under the Land Retirement Alternative. -"^^ 
-While the quantity produced increases ^unfeisjgie^re^ Market Alternative, 
the price received by farmers would decrease by a proportionally greater 
factor. The resulting reduction in the value of farm output would lead 
to, a -decrease in net farm income and to a reduction in the amount of em- 
ploymei;it generated under -the Free MarkjCt Alternative. ^ 



The employment generation variable used in this study is defined as 
follows: the number of additldnal workers required in the United States ^ 
economy because of the production of an additional $1 million worth of 
output in a particular sector. 
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Table 6. Indices comparing the amount of employment generated under the Land 
Retirement Alternative ^WpSS^the amount of employment generated under 
each of the~~t>ther policy alternatives for tHfe United States and for 
the ten farm production regions. \ 



ERIC 







\ 1975 


Estimated index- .values 


\ 


Region 


Free Market 
Alternative 


^ Land 
lletirement 
Alternative 


Ba regaining Bargaining ^ \ 
Powet ' Power 
Alternative A Alternative B 


United States 


87 


100 


.120 


131 , 


• 

Northeast 


37 


100 


123 


' 133 r 


Corn Belt; 


91 


100 


127 


138 • • 


Lake States 


90 


100 


.120 


130 


Appalachian 


76 


100. 


132 


148 


Southeast 


61 


100 


129 


* 

136 


ueica. otaces 




1 nn 


124 


•145 • 


• 

Southern Plains 


130 


100 


104 


109 


Northern Plains 
Mountain 


79 

69 


100 I 
100 


109 

120 


124 

* > 

- 128 


Pacific 


62 


\ 100 


119 


125 






















•• 












/ 












ft 


/ 


•J 



{ oosc 



I 



11 




55 



However, the amount of employment generated in the Southem^ Plains 
region increases^by 307percent under thg Free Market Alternative. Under 
ttfitf^policy alternative the production of cotton would almost double in 
the Southern Plains region.^ Since the Labor Genera tioiivFactor of cottbh 
is high relatij\^e to the other crops, this shift to cotton production ihd^ces 
"the 'Increase in employment in this region. Howeyer, . the Appalachian, 
Southeast, Del*ta States, Mountain, and Pacific-regions all would experience 
sizeable reductions in the amount of ^cotton produced ^under the Fre^ Market 
Alterm,tive. This reduction >in cotton prodiScUx)n contributes substantially 
to the decrease in the amount of employnJent^^generated in these regions under 
this alternative. ^ >^ • ^ ^-^^ — 

'Under the Free Market Alternative the*Northeast region would hav^^ 



63 percent decrease in the amount of employment generated^compa^red^to the 
base alternative. The amount of cto^lan^J^^pxodtlction decreases by 58 
percent in this region under the Free Market Alternat.ive. This means that 
employmenMn tfie Northeist^region is adve^rsely affe^te^due to two factors. 
The itxs't is the low farm prices that arra3^ociat|4^ith the Free Market 
Alternative and the sc^^ond is the decrease in production that would occur 
^en acreage restraints are removed. Howeyer, ,the acreage in crops would' 
increase under the Free Market Altema^^\^e in^^JJhieJlQrn Belt and the J-ake 

^Appendix Tables fia, R,^.^, E.3, and sS^reient the regional^distribution 
.of cropland used for^wheat,.<«^edgfains, soybeans, and^tt6n pi:dductiQn for 
each of the policy/alternativeiB with 19^9 actual, values^or comparison. 
Appendix Table E^? presents the regional distribution of t^otal cropland used-' 
""^fot^he crops/^dogenous to this.^tudy for eacli of^^the^oli^^^ alternative^ 
wit^l 1969 ^nxal values for comparison.-/ . f^^^C 





States regiprv^ This Increase in, production partially offsets the low 
farm prices associated with the Jree Market Alternative so that the apdunt 
of employment generated under this policy alternative decreases by oply;.10 
percent in these two regions-. ' - 

Barg ; aining Power Alternative A ^ 
Under Bargaining Power Alternative A, the amount of employment gen- 
erated in eacli of the farm production regions is= higher than it would be 
under the Land Retirement Alternative and would^'be^20 percent higher for th^ 
nation as a whole under Bargalnihg^ Power Alternative In the .Appalachian 
and the Southeast ^r^ions^cotton production increases by more than 30 
percent under Bargaining Power Alternative A. This increase in cotton 
production contributes to the 32 percent increase in employment generated 
in the Appalachian region and the 29 percent, increase in employnfient ^^r^ 
ated in the Southeast region. 

^ Ihe amount of employment generated under Bargaining Power kl^ernative^^ 
A increases by only four percent in the Southern Plains region. Under this 
-policy alternative the Southern Plains region would^have *fewer acres devoted 
to producing cotton and soybeans and moie a^c^es ^evbted to producing feed- 
grains and wheat^than under the Land Retirement::^Airfemative. While the 
total number of acres in production ^ould ^e^^^^^only^^^htly ^t^^^ ^ 
Bargaining Power Alternative A, the shift i^^^)^ production mix under this 
policy alternative le^ads to only a slight increase in the amount of employA 
ment generated in th^^ Southern Plains region. In. the Northern Plains vsgion 
the number of ac^s in production would decrease b^l percent, under Bar- 
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gaining sPower Alternative A'compared the base alternative. However, the 

acreaee devoted to feedgrains under this policy alternative is only slightly • 

less than ijnder the Land Retirement Alternative. Since in this region feed-' ' 

grains have the highest Lab or^gene ration factor, the maintenance of feed-^^ 

grains production coupled with the higher pri^er"of Bargaining Power . 

. Alternative A would induce a nihe^percent increase inthe ai^ount of em- ; 

^ ' i ^^^^ 

ployment generated in the Northern Ha iiis regfon^ . - 

Bargaining Power Alternative B 
Nationally the amount of employment generated by* the production of ^ 
the crops endogenous to this study would increase^ 31 percent undet 
Bargaining Pc?wer Alternative B. While the total nun2>er of &«:^ in proA 
eduction ufider Bargaining Power Alternative B would be TFie^rcfesv^^wer \ 
than under the Land Retirement Alternative,' |:he higher pritiea^as^^ated ' 
with Bargaining Power Alternative B^moi^^^^an^of f sets this 'decr^se in 
production. A sizeable incrte^se in theamci^, of employment generated would 
result for all -but the Southern Pla^^sregionT^e^Southern Plains region 



las/ only a 19 percent increase in 



^emative B. This relatively small irtcreasK^employ^ntrwould be due 
to a 28 percent decrease in co tton production an^X" 85 percen t decrease 
soybean production in the Southern Plaiits region under jthi's policy 




lent/tinder Bargaining Pc^er Al- 




Itemative. 



^■^ ^u^l area effects \^ 
S^bic^ both the inc 
value of o 




\ 



/ 



id/'employmenf variables are related to the 



of the endogenous crops under each of the^licy altema- 

A 




5:. 
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:tiyes, their index, values, in any region or -Tural area vary ^J*^J»jaSi^==^ 
direction as the income index values would when they are compared to' the ^ 
Land Retirement Alternative. Because we have previously presented a de- 
\kileAescription of ^the income effects of the alternative farm policies 
6n rur^l areas, we will now present only a general discussion of th^ 

■is •' ' - 

employment effects that the alternative policies can have cn individual \ 
rural areas. .However, Appendix. Table D. 3 presents the indices of employ- 
ment generated for each of the 40 states that have cropland that. can be 
-used for production in the programming model and Appendix Table- D. 4 pre- 
sents the indices of employment generated for each of the 150 rural areas 
"used in the study. Additional comments detailing the employment effects 
^f\the. alteW^ policies upon the North Central Regior^ can be found, in 
the dfect^pn dealing exclusively with this region. ■ 




F ree Market Alternative 

V 

" . - The'^dedrease in the amiunt of employment generated under the Free 
Market- Alternative noted at the national level would occur widely through- 



out the rviral areas of' the nation^. Only those rural areas that have large 
increases in crop production- would have signifi^cant gains-iiv-tKe amount of 
employmeng generated under the Free Market Alternative. 

- In w'Islern. New York and northwestern Nebraska' wheat production almost 
doubles under the Free^Market Alternative which would cause the increased 
employment generation ok these rural areas (see rural areas a, 91). Be- 
• caGse of increases in theNi^land production of feedgrains, 'the amount of 
. employmenjt- would rise in solkhern Ohio and Indiana, western Kentucky, 
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eastern North Carol'^ia and southeastern Georgia (see rural areas 36, 37, 
43,, 40, 33, 34, 35,' 41, 7, 10, 13).' The irrigated production of feedgrain«.^ 
would increase in eastern New Mexico, east-central Colorado and northeastern 
Colorado inducing the greater amounts of employment generated in these 
^rural areas under the Free Market Alternative (see rural areas 129, 132, . 
132i:). Cpttpn prodaltion, which has a large labbr generation factor would 
increase in west-central Louisiana, southwestern Texaf^ northwestern and 
south-central Texas, and southeastern California (see rural areas 120,111, 
112, 114, 115, 116, 122, 124, 143). This increased cotton production lea^s 
to the large increases in the amount of employment generated un^r the 
Free Market. Alternative in these rural areas relative to the base Alter- 
native. ■ o ■ ' \ 

In contrast to those rural areas which would .have gains it), the amount 
of employment generated under the Free Market Alternative, there are num- 
erous rural areas that would not produjce any of .the endogenous crops und^r 
this policy alternative. In rural areas\where this occurs, the estimated 
amount of employment generated by the crops endogenous to this study falls 
to zero. Rural areas in which the amount of employment generated is es->^ 
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tisaat4^:^at. or near the- zero level under the Free MarkefVAlternative are 

"in eastirn Pennsylvania, southwestern Missouri, northern Wisconsin, central 

Minnesota, eastern Virginia, western North Carolina, central Tennessee, 

^ ' ■ . ' ' '• 

eastern Alabama, central Texas, the western areas of the Dakotas, south- 
c ' ,f ■ ■ _ ■ ^ > 

eastern Montana, eastern Wyoming, 'east-central Colorado and southern 

Arizona /(see rural areas 2, 64, 47, 78, 5, 6, JL6, 28, 22, 23, 121,. 123, 
128, 82, 83, 85, 86, 136, 135, 131, 142). 



DO 85'. 




As mei^tipned previously, thfe amotint of "^plowent generated for ij 



\]ie entire nation increases by^ 20 percent und^ Bargaining Power Altetnative 

a\ In each of the farm production regions, mork iKuploj^nt would be'gen- ■ 

\ ' ' \ • '} 

eratWd under thisvpollcy alt;ernative than* under ithe Land Retirement AW \ 
ternative* However Xnumerous t^ral areas would have less enplpyc^^ 

generated, under Bargaining Power\ Alternative, A tfian under^^he^^ase^alter- ^ 

native* mile for the ent^ natVon the number of\cres^in production ^ 




under Bargaining' Power Alternative A is only 2 percent less than under t^e 
Laid Retirement Alternative, thereN?puld' be 46 percent decrease in the |^ 
numb^ of acres ifT production in the r\it:al areas which have significantl| 
less employment generated, under Bargaining Power Alt amative, A. | 
In w^tern South Dakota, northeastern Oklahoma, ;and southeastern | 
California t^^production of wheat Is markedly lower und^r Bargaining Po|jr 
Alternative A tl^^jund^^ the Land Retirement Alternative (see rural area J 
^85, 86, 88, 105, 14^ This decrease in wheat production would, be the 
primary cause of the recK^ced amount of employment generated^ these rura| 
^areas under Bargaining PoweKAltemative A* Decreased scybeaii^iroductioni' 
is the primary rea^n for decreased employment generation estimates 
t\iis policy alternative in western North Carolina, northern .'Georgia, soy^- 

t Alabama, north-cehtral Lfou^siana and in northeastern and western Texas 
l^areas 16, IsTlf^ 58, 110, 115^ 118, U^9,;l27)/ The pro- V 
>£,bofih f^dgrkins andXsoybeans would decrease In southern Ohio, 
t-ceWral Wiscon^in,\ central *North Carolina, southwestern .Kanfl^^, and 



/ 



^itralUebraska (see, rural areas 36, 37, 76, 9, 93, 104) The r^dWd 



production oi^ these two crops wdul^N^ea^to decreases in the amount of 
ecotu>mic activity >aiid employment tt^at oc^ws in these ruraVareas. In 
central Washington, south-cen/ral Co\br>do, ihi^. soutihwestern North Dakota, 
decreased produption of ^feedirains ^eids to reduc^i^ns^iin-the amount of 
employment generated in thede rural areas uider^>arg4ining^^P^ Alternative 
ANUee rural areas 1^2, 150, 83)/ The <^b6ve-mentipned rural ar^T in 



soutWestem North Dakota is the only rural area In our model \^lch wouldn't 
•have any productick^ tl?e endogenous crop^ under Bargairiitig Power Alter- 
native A. Therefor^, the' amount of employment generated is estimated to 
fair to zero under : Bargaining , Power A^-ternative A in this rural ar^. 



Bargaining Power Alternative B 



. \ A 



Only 13 of .the model's 150 rur^l areas would havd significantly les|r 
employment generated under Bargaining J^ower Alternative B th^ti .they would 
have under the Land Retirement Alt^rnat^ive, (All of these 13 were among the 
24 .|?ural areas which bad less employment generated under Bargaining Power 
Alternative A)^ W^f^ the entire natio^ the acreage in production under 
Bargaining Power Alternative B would decrease by 12 percent from its Land 
Retir^ient ^J^^^tiy^^lfevelj^he acreage in production wox^ld decrease 
byj4^^etcent irt the 13 rural fireas that have less^mpToymerit generated \ 
under, the fonier ^policy dOLtemajtivej . The^e^ral areas are locat^ed in wes- \^ 



tern North Carolina, northern clorgia^^south^ern Allbama, nbrtheri/l^Qulsiana, 
southeastern OklahW, northeastern texas,^entrdl South Dakota, south- 
western Kafil^a^, south-central Colorado and sov^theastern California (see 
rural areas 16, 18,^24, 21, 58, llO, 115, 118,^119, 88, 104, 132, 143). 
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IMPACT ON .THE. NORTH CENTRAL REGION 



our attention to a detailed analysi^ of the poten- 



tial effectff\of 



^tive farrn^programs on the income and^TH)loyment of 
rural areas and aericultiiraUy-related industries af the Nor£h Central 



11, bounded areas represent the 62 
. ^he rural Areak of- 



Region of the Unite^t^t;es. T^e geographic area which will be analyzed 
is that shown^,.4frF,igureH0 wti^ 
ihdividtfal rural areas wh^^db make up ^he region 



q£her istates l^ave been left out of Figurq^'lO to etnphaH^e the North^ Central 
Region. However, detailed data also are available for the 88 rural aVeas 
outs^id^the North Central Region.) Special attention is Idevotedjto the 
Nort(^Central^ States (North Dakota, South Dakota, Nebraslca, Kansas', Missouri, 




.Iowa. Illinois, Indiana, Ohio, Michigan, Wisconsin and Minnesota) since a 
special research program has been established for these states through thje 
North Central Regional Center for Rural Development. The North Central Re- 
gion embraces three of the major agricultural producing areas of* the United 
S'tates. Within it are the Lake States region, noted for its glairy and gtain 
production, the Com Belt region, noted for the production of feedgrains, 
soybeans, swine and fed beef, and the Northern Plains region, famous for 
its cow-calf ranches and wheat farms. ^ i 

A second reason for selecting this region for special analysis is 
that the North Central Region^roduces a major share of the agricultural 
output of the United Staj^es. In 1970, farmers in this region received 43 
percent of-Jthe realized gross farm income earned in the nation that year.- 
\ln addition a majority of the cropland acres devoted to the crops endogenous** 
to this study (wheat, feedgrains, soybeans >knd cotton) l^e traditionally 
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been located here. In 1969, 63 percent of^^fsT^acres devoted to the pro- 
duction of these crops was located in this region, ^Since government farm 
progratns have traditionally had a direct effect on these crops, the people 
in- the North Central Region who derive their incomes from agricultural 
related occupations would have a direct interest in .government farxti pp/gr^ms . 

A -third reason for focusing on the North Central Region is because 
many of the people of this region reside in rurajL communities and work in 
agriculturally-related occupations that would be/ affected by changes in the 
farming industry, resulting under alternative farm programs. In 1970 the 
rural population of the North Central Region was 16.1 miUion people or 
almost 30 percent of the people who lived in rural areas of the United 



States<^"rft year. In addition to fannfers and farmworkers, these are people 
who livejand work in small, rural communities and^deyive much of their in- 
come by providing servipes to the farming sectof. As has been discussed - 
previously, thes^ people have borne much op^the burden associated with the 



rapid technological advance of the agricul.tMi:aL^ United States 

To' these people decreased employment opportunities, may refer ^to a relative 
neighbor whb is forced to move to a metropolitan area to ^fnd work. Any 



or 



reduction in the economic base of their community is directly related to 
the^-^qaality of education their children ijeceive and^ the property taxes 
the^^^y . Changes "IrT'govemment farm policies that affect the welfare of 
rural people will have considerable impact on the North Central Region as 
2^ percent of the people living in this region in 1?70 wire classified as 
living in rural areas. ^ 

The region contains 62 of the rural areas which/ serve as a foundation 
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, f or this study. On the average, each of these; ^ir^l areas Include 15 cpun- 
ties, thus, these areas are large/t ,thanja-rural^^cx^ as It is^ con- 

ventionally known. IJowever, the /result presented for individual rural 



areas within the North Central Region >io suggest how different farin program 



teit^atives would affect the amount of income and employment generat;ed 
by pro/auction of the endogenous crops in rural areas and in their economic ] 
subsyatemsf which^ are rural communities. 

We will first simmarize briefly the effect of "the four policy alter- 



i proc 



natives on crop acreage ^nd production throughout the individual jrural areas 
of the North Central Region. **We will then examine the indirect Effects 
that these changes would have on the employment and inccfme generate^d in 
rural areas throughout the^egion. 



Cropland'^reage Effects 



I 



f the four policy altemaVives or 



This section describes the ^^S^^e6^s ot the tour policy 
the acreage^n production in the North Central RegionS 



\ 



Free Market Alternative 



, tB^ at its liighest 



The cropldrt(J acreage in production, nat^l^onall^ 
level of the four ^policy alternatives undei^--|he tree Market Altejrnativ^ 



\ 



When farm prices are at the low level-^sod^ated witb^he Fjree Market/Al- 



ternative, the quantity of each of th^ endogefnous crops /^^ji^nded teaches. 



its highest levei;^ ^Since there ^re no piroductign restraihts/fssocia|:ed 
with the Free Market Alternative^r-croi^aiid ajcre can Wconcenttated in 
higher' yielding areas under this policy alternative* An the ^Corn Belt 
''region J:he cropland acreage in production undet^ the]Jree Market Alternative 

■/■•'.• \ /, r 
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is 9.2 million acres greater than for any of the other policy alternatives, 
and in the Lake States region the cropland acreage in production under the 
Free Market Alternative is 2.4 million acres greater than for any of the 
other policy alternatives. However^ in the Northern Plains region, the 
cropland acreage in production under the Free Market Alternative would be 
slightly lower than under the Land Retirement Altemative.^ This would ^ 
occur becajuse cropland acreage can be concentrated in higher yiely(^ing areas 
forcing some of the rural areas of this region to idle part or all of | 
their cropland. 1 
In most of the niral areas in the region, more cropland acres would 

/ ^ . 

be in production under the Free Market Alternative than under the other 

three poli cy alternatives. / However, seven of the region's rural areas would 

not produce any of the endogenous cro^s under the Free Market Alternative 

/ ' \ 

and two other rural areas would have fewer acres in production under this 

policy^^^tei^ative th^^in any of vae other policy alternatives. The seven 

rural areas ^estima ted to have no production are rural areas 64 in south** 

western Missouri, /47 in central Wisconsin, 82 and 83 in western North 

Dakota, 85 and 86^ in centr^al and westernybouth Dakota, and J? in western 

Minnesota. The ti^p rural areas tha^)><5^ould have their lowest production 



unoAj: 



levels undftr the Free Market Alternative are rural areas 81 in central 



North Dakota and 87 in northeajStern South Dakota. Since production is 
concentrated in highfer yielding areas and no cropland is diverted from 



/ 



production under the/Free Market. Alternative, less acreage would be required 
in these sevej^-frural areas binder this policy alternative than under the 
"bt^'er three policy a'lt€(rnatives. 
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Land Retirement Alternative 

Under the Land Retirement Alternative, production restraints are 
imposed to insure that each of the rural areas would have cropland in pro- 
duction under this policy alternative. This means that some rural areas 
would have less c:ropland acreage in production under the Land Retirement 
Alternative than under the Free Market Alternative. Under the Land Re- 
tirement Alternative there would be 13.0 million fewer acres in production 
in the Corn Belt and Lake States regions thdn would be in production under 
the Free Market Alternative. In contrast there are 500,000 more acres in 
production in the Northern Plains region under the Land Retirement Alter- 
native than for any of the. other three policy alternatives. Six of the . 
previously mentioned seven rural areais\that would have their lowest level 
of cropland acreage in production under the Free Market Alternative woatd 
/fiave their highest level of production under the Land Retirement Alternative. 
The seventh rural area, rural area 87 in northwestern South Dakota, would 
have more cropland acreage in production under Bargaining Power Alternative A. 

Bargaining Power Alternative A 

Under Bargaining Power ^Iternative A, the cropland acreage in pro- 
duction is slightly greater than under the Land, Retirement Alternative in f 
the Com Belt and Lake States regions. While restrictions are placed on the 
acreage in producti<3n in each rural area, the\cropland that would be diverted 
* undfer the Land Retirement Alternative would be av^4Jable for production 
under Bargaining Power Alternative A. In these two farnKgroduction ^ 
regions, 19 of the 37 rural areas would have more cropland acr^a-ge in pro- 
duction under Bargaining Power Alternative A than under the Land Retirement 
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Alternative. These 19 rural areas can use part of the cropland' acreage 
that would be diverted under the Land Retirenient Alternative, and thereby 
can increase their acreage in production under Bargaining Power Alternative 
A. In the other 18 rural areas, the lower denvands associated with Bar- 

r 

gaining Power Alternative A would be met without increasing production in" 
these rural areas. 

In the Northern Plains region there would be ^.1 million fewer acres 
in production under Bargaining Power Alteril^tive A than under the Land 
Retirement Alternative. The ^^ewer demands for the endogenous crops as- 
sociated with Bargaining Power Alternative A would require less cropland 
acreage to be in production than under the Land Retirement Alternative in 

most of the rural areas in this region. Sixteen of this region's 25 rural 

/ 

areas would have fewer acres in productit)n under this policy alternative 
than they do yinder the base alternative. One of these, rural area 83 in 
southwestern North Dakota, would not produce any of th^ endogenous crops 
under Bargaining Power , Alternative A. 

Bargaining Power Alternative B '^\^ 

The higher farm prices' associated with Bargaining Power^Alternative B 
reduce the qu\ntity of the en^genous crops demanded to a level lower than 
u^^r any of tlie other poli</y alternatives. In the entire North Central 
Region the crp^^^d apreage in production under Bargaining ^Power Alternative 
B would beAO perclent iLo&JFjer than under Bargaining Power A, 12 percent lower 




than un^er the Land Retirement Alternative, and 21 percent' lower. than unde 



the Free Market Alternativet T^iis low level of pro.duction would occur 



throughout the North Central Region under ^Bargaining Power Alternative B. 
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Under this policy alternatiye>chere 




*be 10 percent fewer cropland 



acres in production in th/er Lake States and Corn Belt regions and 15 percent 



fewer <:ropland acres produetloJT' in the Northern Plains region than there 
would be under thfe Land Retirement Alternativ^>^^ 



[ncome an^ Eraploymept Effects / 
This secticni describes^th^iu^tne and employment effects of the four 
policy' alternatives for the Nor tlTcentral Region. ^ 




. Free Market Alternative , ' 

Figure 11 compares the amount of , income and empiloyment generated under 
^he^^^ee^Market AlternatiVewith the amount of income and ^^rapLjymeat gen- 



erated under the LancKRetirement Alternative for the Nortli CentfaT'Region 



Since the inco^ie^nd the en^lajjment generation indices developed in this ^ 

■ -A * < 

study are directly relatfed^o each other, we will not separate the two 

1 . 

effects in this section for purposfe^of brev^-ty. As Figure 11 shows, 16 
rural areas woul€nave more income and eteji^jnaent generated under ^he Free 
M^k^t Alternative than under the Land Retireri ^t Alterna tiverx The acr^a^e^^ ^ 
in production in the entire North Central Region would^i^icrea^e% 10 per- 
cent under, the Free cliarket^AtternatiV'ernffowOTer, the nyx^j^tbi acres in 



production increased by 27 percej>r in the 16 rural ^^^s that h^^ more 
income and employment g6peja£ed under thfe Free,|l£rket Alternative. In 10 xO: 



of these rural areasyfhe amount of income andf employment generated increases 
by less than 5 percent. These 10 Tural areas are rural areas 45 and<46 in 



sou 



them Michigan, 68 in southeastern low^, M and 72 iii northwestern 



"''rhese variables have been defined /previously^^j^^e s€cti 
with the methods and ter^s used in the'^tudy, ^ J/ ^ 





Iowa, 73 in southwestern Minnesota, in southwestern Wisconsin^ 90 lir 
northeastern Nebraska, 92 in southwestern Nebraska, and 97 in eastern 
^^ansas. Of the six rural areas^ih which the araount of income^and employ- 
m^nt generated increases by more, than 5 percent under the Freei Market 
Alternative, four of them (rural areas 36 and 37 in soutt^em Ohio and. 40 • 
and 43 in Indiana) would produce feedgrains almost exclusively under this 
policy alteamative. The other two rural areas (rural area^QS in. central 



South Dakota and 91 in northwestern Nebraska) produce over 6^j^percei|t more 
wheat under^ the Free Market Alternative than they would ptoddpe^ under the"^ 
Land Retirement Alternative.,— ^ 

Under the Eree Market Alternative seven: of the rural areas. In the 



^North Central Region are estimated to have no production of the crops en- 

dogenous to this study. T^ierefore, the amount of income atid employment 

^ /? 

generated by production of these crops ^-falls to zero under this j^olicy 
^^alternative. in these rural areas. The .seven rural areas in which the amount 

^ • ■ ■ - ■ I ., - ' ,r 

of income and employment generated is estimated to fall to zero are rural 

' ■ ■ ' ^ - ' 1 

^reas 82 at>d 83 in western North Dakota, 85 and 86 in westerp South Dakota, 

/ 0 \ ^ , . . ' , 

N 64 in western Missouri, 47 in central Wisconsin and„,78 in central Min- 
nesota. In addition, the amount of income and employment generated in an*- 




other five of the region's rural areas ^ou Id decrease ..by more than ,^5 

•\ ■ ' - " ■ - \. ■ ■ ^ ' ' ' .... ^ . // 

V percent, under the Free Market -Alternative i; In two of these five rural 

areas (81 in north-central ^orth^ Dakota and 87 in northeastern South 

A- . • - V / 



\ 

Dakota) che acreage in production under the Free Market Alternative would 
be 55" percent lower thajfi under the Land, Retirement Alternative. Sincfe there 
are no production restraints associated with the Free Market Alternative^, 



the production of feedgrains can shift out of rural areas 32 in southeastern 

- ' Missouri, 52 in eastkm Illinois and 94 in soutTiern Nebraska. This re- 

► * V . ""^^^ > ^ 

duction in the product iT5n of feedgrains leads. tqLa mqre than 25 percent 

/ 

decrease in the amount of income and emplo)nTient^^ the Free \^ ^ i-, 

Market Alternative in these three rural areas. ' 

In the remaining 34 rural areas of the North Central Region, the amount 
of income and emplo3rment generated would decrease under the Free Market 
Alternative but by less than 25 percent. , These rural areas would ^have more 
cropland acreage in production under the Free Market Alternative than* 
under the Land Retirement Alternative, but the lower farm p^ces associated 
with the Free Market Alternative would more than offset the'^inftreased pro- 

••-y ^ ./ 

duction in these areas. 



V 

Bargaining Power Alternative A 

While the effect of the Free Market Alternative on the amount of 

7 ' 

income and ^mplo3nnent generated in the North Central Region is largely 
negative, the opposite is true under Bargaining Power Alternative A. Only 
11 rural areas in the North Central Region wbuld have less income and . 
employment generated under Bargaining Power Alternative A than under the 
Land Retirement Alternative (Figure 12) . However, of the 51 rural areas 
that would have more income and emplo3nnent generated under Bargaining Power 
^Alternative V than under the base alternative, only 22^f them would have 
increases oz more than 25 percent. In the remaining 29 rural areas, the 
amount of Ancome and^ employment generated would increase but by less than 
25 .percent under Bargaining Power Alternative A. 
\ Tlvree. of the 11 rural areas that would have decreases in the amount 
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of income and eii?>loyinent gen^3?*Eed under .Bargaining Power Alternative^' are 
located in the soti^h^astfidrn comer of the Com Belt region. The amount » 
_tncome,^a^ .eTi5>loymeac generated under Bargaining Power Alternative A 
decreases'by 18/12 and 4 percent, respectively, in mral areas 3^ at(d^§7 
in southern Ohio and 40 in southeastern Indiana. This decrease in iiicome 

\ . 

and employment lis due to a 29 percent decrease in feedgrains production \^ _ 

\ \ . ■ \ 

( es^inated for these^ rural areas under this policy alternative. Rural 

V 

area .76 in west-central Wisconsin is the only rural area in the Lake States ^ 
region which would have ^ess income and eti5>loyment generated under Bar- ^ 
gaining Power Alternative A than under the Land Retirement Alternative. 
.The reduced demand for soybeans under this policy alternative would cause 
\ a 75 percent' decrease in soybean production in this rural area. Since the 
production of feedgrains would remain constant between the two policy al- 

^^latives, the higher farm prices v^sbciated with Bargaining Power Al- 
t^Th?tive A would be able to maintain' the amount of income generated in this 
rura\ a^rea at only eight percent less than under the Land Retirement Al- 



'ternatiV^and the amount of emplojnnent generated at 11 percent less th^n 
under the 1>,^se alternative^. \ 




The Nortljern ^^^^i* regton^jjrgi 



iCid' 



have seven ru 




less income aria^irployment^ge^rated under Bargaitirhg- Power AlternaH?(e A 



is rural 



than under the Land Retirement A-lternative. ^ne ol 
in south^irestem North Dakota which woul^i not^broduce any of t:he endbgenous 



crops under Bargaining Power Alternative A. This \neans rural area 83 would 



\\ 
W 



have no income and eii5)loymlBnt' generated ffrOm the proiiuction of^hese crops 

V 



under this policy alternative^ ^ree. rural areas in \South Dakota (rural 
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\ 



76 



areas iJS, 86 and 88 in cen.tMl^nd westei 



jth Dakota) would haye a 50 
^pe^mt' decrease in wheat productio^KcoTrapared tbsthe Land Retirement Al- 
temati'^^e because^of lower demands for wheat and tiKbtexAproductian fe- 




V 



J 



strictions associated with Bargaining Powar Alternative^, A. T!hi8 decrease 
in wheat production leacls^to the reduced' aobunt of ;Lncome ahd^nyloy 
generated^in these three rural* areas under this policy" altematiye^ 



-I 

rural areas 93 and 94 in central Nebraska\a^d rural area 104 in so>ithwestern 

in^orae^^^d c 



Kansas, the decrease in the amount of 



enqoloyment generated is 



due primarily to a 55 percent reductton1>n.'the production of jfeedgrains * 



under Bargaining Power Alteniative A. 



The 22 rural areaa in which the amount of income and en5)loyment gen- / 
erated increases by more thati 25^ percent jandex Bargaining Power Alternative 
A are tl|Qse rural areas whichl utilize thfe crooland^hat would be diverted^ 



under the l-and Retirement Alternative. While thfese rural areas would pro- 
dace less of :one of the endogenous crop^ under Bargaining Power Alternative 
A than under the Land Retirement Alternative^ thej^re ablfe to increase their 
production of the other endogenous crops and benefit from the higher farm 
prices^ of Bargaining Power Alternative A* For example^ in rupal areas 39 

V ' V \ / " 

in northwestern Ohio, 4^pNin northeaeitern Indiana and 45 in Southern Michigan^ 



tlitfj^rod^uction of wheat and soy&^Tj^&.jc?!^ld increase markedly under Bargaining 
Power Alternative A while the^p reduction of feedgrains^o^ld be much lower 
than it would be under the Laiid Retirement Alternative*. Ifi, ru^al areas 
46 in centrathsffchig^n^and 47 in central Wisconsin, where wheat production 
decrealses, significantly ^under Bargaining. Power Alternative A, the production 
of feed grains would increase to take the. place of the ^st wheat production* 



r soy&eansjBJuld inc 
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^ ^ The amount of income and eraployp[ient generated under Bargaining Power ^ 
Alternative A increases by al least 25 percent in all ef the rural areas 
, in Iowa (rural area 66 in southwestern Iowa would have an income index value 

^ of 125). This increase in income and eii5)loyment would occur despite a four^ 

\ r ' 

percent decrease in feedgrain acreage in' these tiiral areas under this^ 
policy alternative. A 15 percent increase in soybean production coupled 




th the higher farm prices of Bargaining Power 



Alternative. A can counter- 



act the decreased feedgrains production and leads to higher income and 
employment levels in Iowa ut^der this policy alternative. In^^ral areas 
52, 53, and 54 in sbuthern lllinois and 63 in\puthea8terh Missot^rf^the 
increased production of feedgrains would offset the decreased /production of 



wheat and soybeans under Bargaitiing^^Power A 
production mix contributes to the increased* 



generated under Bargaining Power Alternative A 




A. This shift in the 



^ _ income and employment 
in^h^fie/ 



Rural area 32 in southeast^^ern Missouri presents a ^j^M^e; case fot the 



North Central Re^pi^ under Bargaining Power^Altemative 



rural areas. 



rural 



area has more cropland in production under this policy alternative ^fehan 



under the Lahd^tirement ALfeerna^ve. However, almost all of this increase 



in acreage would be devoted to cotton production. The iii£rG|'4uction of cotton 
production with its large income and labor^ generation'^f actors leads to a 
64 percenk incfease\in the amount of income generated aad'^ai^ in- 
crease ^in th^e amount of employment genera ted;*ln^rural \rea 132 under sir- 
gaining Power Alternative A. . \ 

The six rural areas in the Narthern Plains region in /which the amount 
of income and employment generated, under Bargaining Power Alternative A 

'1 I ^ - 
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increases by*bore than 25 percent are, rural areas 80, 81, and 82 in northern 
North Dakota and 98, 99 and 102 in southeastern Kansas. While the acreage 
devoted to wheat under Bargaining Power Alternative A decreases by 36 per- 
cent, the total acreage in production in these six i^ural areas under this 
policy alternative would be slightly higher than under the Land Retirement 
Alternative. The cropland which prodiK:es wheat under the Land Retirement 
Alterpative would be used to produce feedgra^feits undw Bargaining Power 
Afts^rnative A. This increase in the production of feedgrains allows these 
six Tural areas to experience relatively large incre^es in the amount of 
income and employment generated under Bargaining Power Alternative A. The ^ 
remaining ^9 rural areas of the North Central Region, in which the amount 
of income and emplojnnaent generated under Bargaining Power Alternative A 
inc-reases but by less' than 25 percent, would have nearly the same levels 
of production in T^oth the Land Retirement Alternative and Bargaining Poweir 
Alternative A. They. are able\o shift their production mix to counteract 
the- tighter production restrictions of Bargaining Power Alternative A and 
would have more income and employment generated under this policy altema- 
tive th^n un'der the Land Retirement Alternative. 

i I ^ 

Bargaining Power Alternative /B 

Figure 13 compares the amount of income and employment generated 'under 
Bargaining Power Alternative B with the amount generated under the Land 
Re^tirefnent Alternative for the Nort^ Central Region. As can be seen in 

V 

Figure 13, the higher farm prices associated with Bargaining Power Alter- 
native B wocrl|i work effectively to increase the amount 6f income and employ- 
ment generated throughout the region. Only six rural areas would have less 

• .* ' 
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income and eTiq)loyTnent. genel^ted under Bargai^ing^ower Alternative ,B than 
under the Land Retirement /itemative. Iry4oi^r of the six rxxjc^ areas, ^ 
the amount of income aijid Employment generated und^r Bargaining Power Alter- 
native B is within five percent of wha;^ it would be undex the liase altetna- 
tive. These ^four rural areas are rufal areas 37 in southeastern Ohio, 76 in 
west-central Wisconsin, 85 in western South Dakota, and 93 in central 

Nebraska. In rural area 104 in southwestern Kansas the acfeage in pro- 

/ 

^ duction would decrease by 20 percent under this alternative. However, this 

would be only a slightly larger decrease than would occur for the Northern 
Plains region as a whole. This rural area, which would produce primarily 
feedgraihs under the Land Retirement Alternative,^ would primarily prodtice ^ 
wheat under Bargainir^g Power Alternative B. This shift in ita production 
mi;c leads to the decrease in income and employment that would be experienced 
in this rural area under Bargaining Power Alternative B. Rural area 88 in 
central South Dakota would experience a drastic reduction in the amount of 
income and employment generated under Bargaining Power Alternative B com- 
pared to tbe Land**1R.etirement Alternative^ This rural area produces as much 
wheat as it would be allowed under Bargaining Power Alternative B. 4lowever, 
the low demainds associated with this policy "alternative would not require 

f rural area 88 to produce any of the other endogenous crops which would 

lea^^^o^^e^ecreas'e in the amount of income and employment generated in 
rural area 88 under- Barg^ ^i^g Powet Alternative B. 

The amount of income *and emplo3rment genera.ted under Bargaining Power ' 
Alternative B is higher than it would be under the Land Retirement Alter- ' 
native for- the remaining 56 rural areas of the Nqrth Central Region. The 
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amount of i^icbme and employment generated would increase by more than 25 
percent in 40" of these 56 rural areas due to higher farm prices associated 
w^th Bargaining Power Alternative B. Rural area in southeastern Mis- 
souri would have the largest increase in the amount of income and employment 
generated of any of the rural areas in the North Central Region because of 
its production of cotton under Bargaining Power Alternative B. For this 
policy alternative the amount of .income would increase by 93 percent and 
the amount of employment generated by 118 percent over the amount that would 
be generated under the Land Retirement Alternative in this rural area. 
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VII. PRODUCER AND FARM .INCOME EFFECTS, - ^ ^ 

\ 

**~Tniplipinentation of any government farm policy has direct impacts on 
the quantity of farm commodities produced and on the income derived from 
farming. The amount and pattern of product i<m,-€ts well as the levels of 
prices and direct payments to farmers, not? only determine the magnitude of 
net farm income under each program alternative but also has widespread £ 
impacts throughout rural areas. The pattern and amount of production de,- 
termines the amount of inputs used and thus the amount of etqploy^ent and 
income generated by the service sectors supply ir^j^s^em* The level of farm 
income would be refl^\;ted ii^ consumption expenditures of farm families and 
thiis would be reflected in indome and employment^enerated in rural bus- 
inesses that supply consumer goods and serviced. For this reason ^ we sum* 
marize the levels of- production and farm income generated under each of the 
policy alternatives. While the models provide these ^antities. at the 
level of individual producing areas and farm production regions^ the data 
are presented only al^ the national levet^foi^^urposes of brevity. Table 7 
includes projected levels of productilSh, per acre yields, and .acreages 
of tne major crop commodities for each of the alternative government poli- 
cies considered and aH^^ comparisons with actual 1969*values of these 
variables. ^ v' 



>| i Wheat Production 

^ ' ' ^ ^' . 

With an estimated 1,661 million .bushels, whe^t production woulcJe 1)6 
largest under the Free Market Alternative. Wheat production under the x^n 
Retirement Alternative would nearly equal the-1.46 billion bushels pjphi^d 
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In 1969. More wheat would be produced under Bargaining Power Alternativej> 
A than under the Land Retirepfent Alternative because of an increased ^s^-^ 
of wheat for feei under the prices of Bargainin^Power Altemative^A< The 
number of acres of ^op land devoted to wheat production varies/directly 
with the projectedV levels of production. For the four policies considered, 
whealSacreage would be highest (54.7 million acres) under the Friee Market 
Alternative and lowest (44.9 million acres) under Bargaining Power Al- 
ternative B. Prelected wheat yfelds would vary directly with the pric^ of 
wheat and inversely with acreage under the policy altern^ives. The Free 
Market Alternative wolild have the lowest projected yiefd of 30,3 bushels 
per acre while 31.^9 bushels ^r acre under Bargainitig Power Alternative^ 
would be highest (Table 7). • 

Feedgrains Production 



The largest quai5lity ^^ed^rains produc 



fou)r policies con- 
"^Free Market Al- 

ternative*. The h^gh feedgrains yield under this alternative tjesults be- 



sidered would be the 181.9 million tons estimate 



(ir 




cause the market forces concentrate produccdon on land best suited, for . ^ 
these crops. As in the case oiE wheat, estimated feedgrains production under 

the Land Retirement Alternative is similar to 1969 actual production. 

* < » / ■* 

Because of the greater amount of wheat used for feed in Bargaiqing Power r 

I ^ 
Alternative A, feedgrains production in that alternative would bevli Mllion 



tons of feed units less th^n in the Land Retiremeijt Alternative but only. 
8 milliorLtons more than for Bargaining Power Alternative B (Table 7). 




] Soybean Production 

. ' \ • . • . ^ / 

Soybean production and acreage are. largest for the Free Market Al- 



// 



temative and as a result this policy alternative would have the Igwest 

■0 * /V - 

per acre yiel4 estimate of the policies analyzed. The lower yield rei^ts 
because feedgrains would be produced on a greater pr^portioi} of^jtlt^^igh ^ 
quality grain land utider free tnarket conditions • tHan in th^e other^ policy 
alternatives^ Hence, while acreage would be largest under the Free Market 
Alternative, soybeans would be pushed put byr feedgrains to the l^ess pro-^ 
ductive^land. Production, yield, and acreage under the'' Land Retirement 
Alternative are sli^tly higher than the actual 1969 values for these 
variables. Both Bargaining Power m6Hels have projected levels of pro4u<ftdS^n 
and acreages used for Soybeans which, are lower than in 1969. However, - 



projected yields are 



r ■ 




than ]^9 actual yields. 



otton Production 



nJg^txm ^ield under each policy alternative Xould be higher than the* 
1969 acti/al yield. In 'the Free Market Alternative this is due Co the con- 
centration'of cotton^ product iou^ on high yielding cotton land, For\other^ 
solutions^ ^rt is because of hi^er cotton ipr ice \hl^ in 1969,^ which ^uld 
induce higher 'fertilizer rates aAd other improved technology. Estimated 
cotton production ranges from i high of 11.9 million bales under .the Fre.e 
Market Alternative to a low of 10.1 million bales under Bargaining Power 
Alternative B (Table 7), • 
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Income from FarmlngT" ^ 
Tab^^ 8 sunsaarlzes Income for 6he farming sector under each of the 
policJ^^alterI^ative8. ' Estimated^ net farm income ranges from $9.Zbitrbsm 
in the Free, Market Alternative to $27.2 billion in Bargaining Pow^r Alte 
native B. The projected net return ftbm farming under the Land Retirement 
Alternative is $3.3" billion less' than under bargaining Power Alternative, A 
However, the lower prices of .the Land Retirement Alternative are more than 



ff^€ 



offaet-by government payments to the farming sector. (No government pay-- 
ments are as*sumed under the Bargaining Power Alternatives.) Therefore, 
net farm income ui^der the Land Retirement Alternative is slightly higher 
than under BargaiMng Power Alternative A. 
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Ta'ble 8. Net 
1969 


farm income 
values for 


in 1975 under the four policy alternatives, 
comparison. 


with actual 




Net farm 




1975 Estimated 


net farm income 






income 
^ i969a/ . 


Free Market 
AltemaGlve 


Land Bargaining Bargaining 
Retirement Power Power 
Alternative Alternative A Alternative B 


\ 






(Million dollars)^^ 




CasVi receipts 
from farm 
marketings 


47,229 ' 


• 

51,914 


57,222 


60,342 


64,369 


Production 
gxpenses 

Net receipts 
from farm 
nlarke tings 


38,444 
. ;8,785 


V 

47,293 • 
4,621 . 


43,392 
13, BSC 


2^S,201 
17,141 


41;762 • 
22,607 


Non -money 

income and in- ' ' 
.ventofy change^/ 3,949 


4,149 


4, 149' :• 


4, 149 


■ ■if;i^ 


Net returns* 
from farming 


12,734.-f. 


8,770 - 


.4 

\ 17,979- 


21,290 


26,736 ^ . 


Income from 

governmftnt 

sources^./ 


3,794 


420 1 

/ 


4,555 


420 


420 


Total net 
farm income 


16,528 


2^^&34_ 


21,710 


27,176 



a/ Source: Fatm Ipcome Situation, USDA ERS, July \ 970 

b/ All values are measured in 1970 equivalent doll^s with no adjustment for 
inflation in 1975. / 

c/ For a discussion. of methods used to estim^tp production expenses, see Madsen 
. and Heady, Bargaliiing._£owar ^Programs. 

d/ Includes the v^luje of home consumption arid the rental value of farm dwelling. 

e/ Includes AGP, Great Plains Goriservation, 9u§ar Act and Wool Act payments 
plus direct payments for the retirement o4 cropland ,for 1969 and the La;id 
Retirement Solution. '-^ . ♦ > 



^Vlil. .CONSUMHl FOOD COSTS 
Each set of pr-ices^d production levels would be associated with a 
level of consumer food expenditures. Table 9 shows estimated total con- 
sumer food expenditures for ^each of .the four policy alternatives analyzed.^ . 
^Estimated total consumer expenditures for food are greater than 1969 actual 
food expensitures under all four policy alternatives. Part of this increase 
is due to growth in population between 1969 and 1975. Under alternatives 
with' higher farm prices than in 1969, part of the increase also is due to 
higher costs for the farm commodities going into food. Growing consumer 
preference for higher quality and more expensive, convenience-oriented food 
products also add to costs between 1969 and 1975. ^ 

Projected total food expenditures are lowest under the Free Market 
-Alternative and highest under Bargaining Power Alternative B. The range 
is slightly over $12.1 billipn between these two solutions. While projected 
n6t farm income is higher under the Land Retirement Alternative than under 
Bargaining Power Alternative A," |stimated total food expenditures are $3.8 
billion less under the Land Retirement Alternative. The higher net farm 
income under the Land Retirement Alternative results from government pay- 
ments'^for cropland -retirement. These payments under the Land Retirement 



Alternative more than offset higher commodity prices under Bargaining 

'■I 



Power Alternative'A. 

Total consumer 'food expenditures in Table 9\Kere/calcul«ted as the 

•■ /■ 3/ 

product of the retail prices for each solution multiplied by the -quantity 
J ^See Appendix C for methods used to calculaTte consumer food costs. ^ 
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Table 9, Total and per capita \tonsumer food expenditures under each pdi^ 
X/' alternative, with actual- valu^ in 1969 for comparison.2./ 



b/ 

Consumer food 1975 Estimated consumer food expenditures- 

expenditures Free Market Land Bargaining Bargaining 
' 1969S./ Alternative Retirement Tower Power 

Alternative Alternative A Alternative B 







1 

i, 


Total expenditures 


c/ 

(Million dollars)- 


Meat 

products ' 


2«,480 


33,«671 


• 

36,546 


39,107 


41,748 


Poultry 
and eggs 


7,415 


6,529 


> 

7,704 


8,939 


10,565 


Dairy 
products 


14,944 


♦ 

-221,477 


22,477 


22,477 


22,477 


Otherd/ 


44,446 


61^^061 


61,061- • / 


61,061 


61,-061'> 


All ' 
products 


95,285, 


123,738 


- l-ll27;7A8.— : : 


131,584 • 


135^851 J. 


Per capita 
costs 


« 

472 


567 


Per capita costs 
586 603 


623 



a/ Source: Food Consumption, Prices' and Expenditures, Supplement for 1970. 
b/ For a breakdown of the t975 estimates, see ^Appendix Table C.l. 

cA All valuer for'l975 are measured in 1970 gg^uivalent .dollars with no>djust- 
ment fo/inf latl6ji to 1975.. ? . ' " ^ 

d^ Includes bakery products, fruits and vegetables /miscellaneous items, and 
grain mill products; ^ , . 1 ' - " 
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of foodxto be purchased at these prices. Hence, the $3.8 billion increas^ 
in food expenditures of the Bargaining Power Solution A ove^^the Land / 
Retirement4ltemative does not completely reflect the difference in con- 
sumer well-being between the two policy alternatives because- different 
ambunts of food would be consumed. For example, the expenditure for- food . 
would be the same if a- consumer bought 10 apples at' a dimeQpiece or one ^ 
apple for a dollar. However, he would not consider himself equally well- 
off in the two situations. . . 

In an attempt to account for thtg ^felfare phenomenon, consumer food 
expenditures were recalculated using the price level computed ^f or each 
polic^ alternative but requiring. that the quantity of fo6d_consi«ned Would 
be held donstant at the level- of the Land Retirement Alternative. These 
results are presented in Table lO with the recalculation b^g made for 
all policy alternatives. 

Wheiv calculated in this' manner, total* consumer food ^xpfenditur^s 
increase by $21.1 billion between'the Free Mai'lifet Alterpatlve and fear- 
gaining Powe^Alte^tive B whteh is $9 billion more than the differential 
estimated l?y the previous method. Total ^off^mer f ood".e3g)enditures; in- ' 
crease by $6.6 billion between the Land Retiremeftt, Alternative and Bar- ' 
gaining Power Alternative A when the constant quantity restriction is^ im- 
' posed. Without this. restriction, consum'e'r. f ood^expenditures varied by ' 
only $3.8 billion- for these two alternatives. The values in Table 9 are . 
important as estimates of what food expenditures would be under each of . 
the policy alternatives while the constant quantity estimates of Table" 10 
reflect another' aspect of consumer welfare under the several policy al- 
tematives*' 

^ " * 




Table 10. Consigner food e5$iBnditure8 with quantity* contumeS held equal 

to the quati\tity coMumed in the Land Retirement Alternative ^ . 
>^ach of the policy alternatives. t " 



1^75 EstUnated consumer -food expenditures 



V * ' ' ' 


Free\. 
' Market;-^ ' 
Alternative 


Land 
Retirement 
. AlteAiative 


Bargaining 
Power * 
Alternative A 


Bargaining ^ 
Power ; \ 
Alternative 
#1- — : ; — • 






' • ' a/ . 
; (Million dollars)-' 




Meat products 


31,035 


. 36,546 


42,060 , ^ . 


48,650 . 


Poultry and eggs 


,6,645 


7,70V 


. 8,760 


.V 10,176/ 


Dairy products 


22,477 


22,477 


22,477 , 


22t^7 


Other^'^ - 


61,06i , 


61,6'61. 


61,061 


61,061 . 


■ ' • . \ 

Total 


121, 2ia 


127,^88 

« 


134,358- 


142,358 



a/ All values for 1975 are^ measured. in 1970- equivalent dollars with no 

^ adjustment f6r,:tnflation to 1975. 

W Includes bakery products, fruits and vegetables, miscellaneous items, 

^ and grain mill products^ ^ ' 



